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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 
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Capital fully called up - £650,000 Reserve Account - - £470,000 
(with power to increase to £ 4,000,000) 
= Reserve Liability of Proprietors under the Charter - - - -£1,000,000 


LONDON BANKERS: 
MEssks. GLYN, Mi.ts & Co. THE WESTMINSTER BANK LIMITED, LOMBARD STREET. 
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CHIEF OFFICE: 
TEHERAN, PERSIA. 
BRANCHES IN PERSIA: 

Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Duzdab, Hamadan, Isfahan, Kazvin, Kerman, 
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BRANCHES IN IRAQ (Mesopotamia): BRANCH IN INDIA: 
BAGDAD, BASRA, KIRKUK. BoMBAY. 
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TT BANK is prepared to transact Banking Business of every 
description in and connected with Persia and Iraq (Mesopotamia), 
also with Bombay, Calcutta and Karachi. 


Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 
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In The United States 


The Mid-Continent Banker is the only banker's 
magazine published in the Eighth Federai Reserve 
District—a great territory embracing parts of the 
States of Indiana, Illinois, Missouri, Arkansas, 
Mississippi, Tennessee, and Kentucky. 















There are more than 4,000 banks in this wealthy 
mid-west district which has been served by the 
Mid-Continent Banker for nearly a quarter of a century. 






Detailed information and statistics gladly furnished 
on request. 















Head Office : 







BANKER 
408 Olive Street, St. Louis, Missouri, U.S.A. | 














Endorsed by the Bank Commissioners of Thirty States. 


THE BANK DIRECTOR 


(Founded 1872 as The Financier.) 






Member Audit Bureau of Circulations. 





The only magazine in the United States in its particular field. 

Boards of Directors in 31,000 banks of America are made up as a rule of three executive 
officers and from four to ten or more of the most influential men in their community—men 
who in frequent instances are at the head of enterprises much larger than the banks 
themselves. 

If you want to reach bank officers, not clerks, use THe BANK Director. If you want 
to talk to the class of men in whose hands have been placed the keeping of the sixty 
billions cf bank resources of the Nation, THe Bank Director should be _ included 
in your list. 

Bank officers and directors, while they manage corporations and direct the financial and 
industrial trend and development of their home towns, possess, as individuals, potential 
purchasing powers that put them in a group by themselves. 

They are more than an ordinary collection of well-to-do and wealthy men. They have 
interests in common that are cultivated met and satisfied by THe BANK DiREcTOR. 

A large percentage of our subscription list is delivered to home addresses, insur‘ng 
real attention. 

This is our reading public—the cream of the banking, business and investment world 
of Amer.ca. 
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Published monthly by 
THE FINANCIER PUBLISHING COMPANY, 
115 Broadway, New York. 
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OF NEW ZEALAND. 


Bankers to the New Zealand Government. 


Authorised Capital - 


£6,154,988s 


CAPITAL SUBSCRIBED ame PAID UP. 


Four per cent. Guaranteed Stock 
Preference ‘ 
Preference ‘ B’ 

Ordinary Shares 


Shares Do. 


Reserve Fund and Undivided Profits .. 


fs Shi ares issued to the New Ze: al ind Gove rmment 


£529,988 
500.000 
1,375,000 
3,750,000 
£6,154.988 
3.390,378 


£9,545.366 


London Office: 1 QUEEN VICTORIA STREET, E.C.4. 


Negotiates and Collects Bills of Exchinge. 
Samoa. 


Grants Drafts on its Offices in New Zealand, 
Remittances made by telegraphic transfer. 


Australia, Fiji, and 


ROBERT MILL, Manager. 











YOKOHAMA SPECIE BANK, LIMITED. 


ESTABLISHED 1880. 


Capital Subscribed and Fully Paid - ° 


Reserve Fund - . 


(Registered in Japan.) 


Yen 100,000,000 
Yen 89,500,000 


Head Office: YOKOaAMA. 


BRANCHES and AGENCIES at Alexandria, Batavia, Bombay, 


Buenos Ayres, Canton, Calcutta, Changchun, Dairen 


(Dalny), Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, og Kobe, 


london, Los Ange les, Lyons, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Pekin, 
Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, 
Tientsin, Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 


Rio de I 
Sydney, 


Rangoon, 


The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 


and Letters of Credit on above places and elsewhere, 


and transacts General Banking Business. Deposits 


received for fixed periods at rates to be obtained on application. 
London Office :—7 Bishopsgate, London, E.C.2. 
K 


- YANO, Manager. 











TRADE INDEMNITY COMPANY LTD. 


Established 1918 
Registered Office : 
13 & 14 Austin Friars, London, E.C.2 


CAPITAL: 
AUTHORISED AND ISSUED 
£250,000 FULLY PAID 


TRADE CREDITS 


The object of the Company is to assist Mer- 


chants and Manufacturers to develop Home 
and Overseas Business by the Insurance of 
Credits. 


The seller is thus enabled to— 
1. ixtend the credits he is in the habit of 
granting without increasing his liability. 
2. Transact his usual volume of business with 
a materially reduced financial risk. 
3. Open new accounts with greater confidence. 
4. Discount bills with his Bankers on a larger 
scale and on better terms. 
The Company is prepared to grant policies 
insuring approved accounts up to 75 per cent. 
of the net invoice value of goods sold and 
delivered in the ordinary way of trade to 
customers domiciled in almost any part of 
the world 


In order to facilitate the financing of debts the 
Company is prepared to grant protection to the 
Bankers against the event of the Policy being 
invalidated through neglect or otherwise on the 
part of the Assured in complying with the 
Conditions of the policy. 
Prospectus and Proposal Forms can be obtained on 
application to the Underwriting Office: 


77 CORNHILL, LONDON, E.C.3 
Underwriter: H. S. SPAIN 

All inquiries are treated in the strictest confidence 

MANCHESTER OFFICE: 1 BOOTH STREET 





FIRST NATIONAL BANK 
OF BOSTON 


BOSTON, MASS., US.A.: 
67 Milk Street. 


BUENOS AYRES: HAVANA: 
99 Florida. Pedro Gom2z Mana Bidz. 


Foreign exchange orders executed in 

the New York Market for bank ng 

correspondents abroad. Commerc al 

banking business of all descriptions 
transacted. 


Special Representative: 
24, OLD BROAD STREET, LONDON. 





LERK, MALE, aged 20-22, wanted 
for stockbrokers’ office with some 
experience of accounts; must be good 


writer, quick at figures, and accurate. 
State ig age orgy and salary required. 
Apply by letter BM/BH.34, London. 





ACK NUMBERS of THE BANKER. 
Owing to the stock being practically 
sold out in certain months, difficulty has 
been experienced by readers in obtaining 
copies. The publisher will be grateful if readers 
requiring copies would communicate with him 





at g East Harding Street, London, E.C 4. 
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COMMERCIAL BANK OF SCOTLAND LTD. 
























Head Office ESTABLISHED 1810. EDINBURGH. 
General Manager . - - ALEX. ROBB Secretary - - - MAGNUS IRVINE. 
Capital Subscribed - . £5,500, 000 Reserve Fund - - £1,800,000 
Capital paid up - - - £1,750,000 Deposits (31st Oct., 1925) . £34,150,000 
London City Office - - - - 62 LOMBARD STREET, E.C.3. 
ANDREW W. RUSSELL, Manager. JOHN M. EKSKINE, Assistant Manager. 
Kingsway Branch - - IMPERIAL HOUSE, KINGSWAY, W.C.2. 
JAMES” oO. DAVIDSON, Manager. 
Glaseow Chief Office - - - 113 & 115 BUCHANAN STREET. 
ANDREW SCOTT, Manager. WILLIAM COCHRANE, Assistant Manager. 







Princes Street, Edinburgh, Branch, 118 Princes Street. James Thomson, Agent. 
The Bank has 308 Branches and S.b-Branches throughout Scotland. 
General Banking and every description of Foreign Exchange business transacted, and Agency business for 
Foreign and Colonial Banks undertaken. 
The Bank is prepared to undertake the duties of Executor cr Trustee under wills and settlements, and to act as 
Trustee for Debenture Holders, and for Public Bodies and Institutions. 


ROYAL BANK OF SCOTLAND 


Incorporated by Royal Charter, 17 
























CAPITAL (FULLY PAID) = - - - £2,500,000 
REST or RESERVE FUND (Oct. 1925) . - 2,464,704 
DEPOSITS (Oct. 1925) - . - 40,790,229 


Head Office: ST. ANDREW SQUARE, EDINBURGH. 

General Manager: SIR ALEXANDER KEMP WRIGHT, K.B.E., D.L. Secretary : J. B. ADSHEAD. 
London (City Office): 3 BISHOPSGATE, E.C.2. 
London (West End), Drummonds Branch: 49 CHARING CROSS, S.W.1. 
Glasgow Office: ROYAL EXCHANGE SQUARE, and BUCHANAN STREET. 


215 Branches throughout Scotland. Every description of 
British, Colonial, and Foreign Banking business transacted. 


FOREIGN EXCHANGE. CORRESPONDENCE INVITED. 





























THE BRITISH LINEN BANK 


Incorporated by Royal Charter, 1746. 


CAPITAL £1,250,000 _ RESERVE FUNDS £1,800,000 


Governor: THE RIGHT HON. THE EARL OF ROSEBERY AND MIDLOTHIAN, K.G., K.T. 
Deputy-Governor: THE RIGHT HON. THE EARL OF HOME. 


HEAD OFFICE - EDINBURGH. 


REES GRIFFITH THOMAS, General Manager. R. W. STEVENSON, Secretary. 
Over 190 Branches throughout Scotland. 
London Office: 38 Threadneedle Street, E.C. 2. 


Every Description of Home and Foreign Banking Business transacted. 
AFFILIATED TO BARCLAYS BANK, LIMITED. 
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THE BANK OFFICERS’ GUILD. 


(The National Association of Bank Employees of England and Wales.) I 
The Guild is a protective association which aims at the betterment 
of the status of the Bank Clerk and co-operation with the Directorates. 


It desires Banking to be raised to the dignity of a profession, and 
is doing a great work to increase the educational standard of the employee. 


For full particulars and explanatory literature apply to:— 
THE GENERAL SECRETARY, 
BANK OFFICERS’ GUILD. § 
28 OLD QUEEN STREET, 
WESTMINSTER, S.W.1. 





THE 


MITSUI BANK 


LIMITED 


INCORPORATED IN JAPAN 
FOUNDED 1680 


Capital subscribed Yen 100,000,000 
Yen 60,000,000 


Capital paidup- - 
Reserve Fund - - Yen 52,400,000 
(June 1926) 


Head Office: TOKYO, JAPAN 


Branches in all the principal cities 
in Japan, and in Bombay, New 
York, Shanghai, Sourabaya. 


LONDON OFFICE: 


Winchester House, Old Broad Street, 
E.C.2 


- LONDON WALL 3221-2 
” ” 4239 


Cable Address ‘‘ MITSUIGINK, LONDON ” 


Telephone- - 








THE 


MOSCOW NARODNY BANK 


LIMITED 
ESTABLISHED 1919 


Heap Ofrice : 
300 High Holborn, London, W.C.1 
Paris Branco: 26, Rue Vienne, Paris 


BerLin REPRESENTATION : 
Kurfiirstenstrasse, 33, Berlin 





- £1,000,000 
600,000 
110,000 


Authorised Capital - . 
Paid-up Capital - -_ « = 
Reserve Fund & Undivided Profit - 





The Bank finances the export and import operations 
of the Russian Co-operative and other Societies, 


Principal Foreign Agents of the All-Russian 
Co-operative Bank, Moscow and Branches. 
Iondon Correspondents of the State 
the U.S.S.R. 

Every kind of Banking Business Transacted. 


Remittances to Russia effected. Letters of Credit 
and Drafts issued on Moscow and other centres in 
Sterling, U.S, Dollars, and Tchervonetz, Collections 
undertaken. 


Correspondents in all Principal Centres of Europe, 
The U.$. of America, and everywhere in the U.$.8.R. 


Bank of 






























PITMAN’S 


BOOKS ON 
BANKING & FINANCE 


A Selection 
THE BANKER AS A LENDER 


By F. E. Steere, Director of Studies for 
Local Centres of the Institute of Bankers ; 
Formerly an Assistant General Manager of the 
Westminster Bank. Shows the banker’s views, 
his judgments, his estimates, and his methods 
in dealing, not only with inanimate things 
such as advances and securities, but with 
persons—with bank customers, with bill 
brokers, and others. 

“To all bankers it will be of great use, suggestive 
even to those of long service and adding interest to 
the work of the junior by putting it in its place in the 
great machine. . . . Mr. Steele is to be congratulated 
on his skill in combining fullness of treatment with 
simplicity of explanation.””"—Financial News. 


5/- net. 


BANKERS’ TESTS 


The treatment of applications for Loans. 

By Francis R. STEAD. Presents a variety 
of propositions made to bankers, so framed 
as to introduce, successively, most of the 
important points that call for consideration. 
Each application is commented upon, and a 
decision given as to its likelihood of acceptance 
or rejection. 

“It is one of the most practical books of its kind 
that we have seen.’’—Stlock Exchange Gazette. 


10/6 net. 


ENGLISH BANKING 
METHODS 


The Practical Operation of an English Bank. 

Third Edition. 

By Leonarp LE Marcnant Minty, Ph.D., 
B.Sc. (Econ.), B.Com., Certificated Associate 
of the Institute of Bankers. Describes the work 
of an English Bank from within. 

“Dr. Minty’s new book fills a gap in our banking 
literature which has long been somewhat of a blemish 
upon the literary record of our profession. ... Dr. 
Minty is to be congratulated.”"—Journal of the 
Institute of Bankers. 


15/- net. 


ENGLISH COMPOSITION AND 
BANKING CORRESPONDENCE 


By L. E. W. QO. 
M.C., B.A. 


Just Published. 5/- net. 





FULLBROOK-LEGGATT, 


Of all Booksellers. 


Full particulars and Special List of Banking 
Books sent post free on request to— 


SIR ISAAC PITMAN & SONS, LTD., 
Parker St., Kingsway, London, W.C.2 























America’s stan- 
dard banking 


reference 


Published twice 
yearly 









In the RAND 


There are two complete editions 
of the Bankers’ Directory issued 
each year—the January edition 
andthe July edition. The January 
edition is published in March, 
the July edition in September. 
For more than half a century this 
daily reference volume has been 
accepted as the chief American 
banking authority. 


If you are interested in attract- 
ing the attention of America’s 
most important bank executives 
and business men, it will pay you 
to investigate this outstanding 
banking medium. It goes to the 
majority of banks and the lead- 


Advertising is read and has long life 
MCNALLY 
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BANKERS’ DIRECTORY 


ing corporations, law firms, and 
business houses of first rank. 
English and Continental banks 
have used this Directory for 
many years as an advertising 
medium with marked success. 


Every advertisement is placed 


between consulted reading and 
reference matter. The type size 
of pages is 6} x g} inches. Full, 


half, and quarter pages can be 
used. 


Write for sample pages and 
rates of insertion. Complete 
information will be sent promptly 
upon request. Address Dept. 211. 





536 S. CLARK STREET, CHICAGO 


New York Washington 


San Francisco 


Los Angeles 


Largest Publishers of Banking Pablications in the World 
Established 1856 
Official Numbering Agent, American Bankers’ Association 


Member, 


Audit Bureau of Circulations, Financial Advertisers’ Association, 
National Publishers’ Association 


Subscribed for 
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and 
insti- 


United States 
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British Trade Union Finance 


RITISH trade union finance 
B cannot be properly understood 
apart from accurate apprecia- 
tion of the general structure of the 
movement. In 1892, an important 
year because of its first definite steps 
to win the trade unions for political 
purposes, 1,233 organizations had a 
total membership of 1,576,000. Aided 
by the artificial prosperity of war-time 
conditions, 1920 showed the record 
return of 1,364 unions, with an 
aggregate membership of 8,334,000. 
In the period since that date the 
slump due to industrial depression 
has been remarkably heavy, for at 
the end of 1924 the membership of 
I,I55 organizations was a little less 
than 5,500,000; the latest figures 
show a moderate improvement on that 
total. Even at the peak of prosperity 
it will be observed that British trade 
unionism has not covered more than 
half of the men and women daily 
engaged in industrial and kindred 
occupations. Over twelve million 
workpeople are covered by National 
Health and National Unemployment 
Insurance legislation. The actual 
numbers in employment probably 
exceed fifteen or sixteen millions, so 
that, as the Trade Union Congress 
has repeatedly pointed out, Great 
Britain is a long way below 100 per 
cent. trade union organization. When, 
therefore, there is criticism of high 
overhead charges, with aggregate 
membership as part of the test, it 
should be remembered that the unions 
have often in fact to act for consider- 
able numbers outside their ranks. 
The industrial depression of recent 
years has involved the unions in the 
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loss of at least three million members, 
whom the back-to-the-union move- 
ment is now painfully endeavouring 
to recover. But there are still far 
too many separate organizations in 
the different groups of industry. 
Analysis of the last report of the 
Registrar-General of Friendly Societies 
indicates I13 unions in mining and 
quarrying, with a membership of less 
than one million; even worse are the 
textile trades, with 281 organizations 
having an aggregate membership of 
little more than 600,000. Contrast the 
case of railway, dock, sea, and other 
undertakings with only forty-nine 
unions and a membership of more 
than a million. Structural weaknesses 
of this character react adversely on 
the general finance of the trade union 
movement. Its best friends have 
always attacked the absence of uni- 
formity in the manner in which it is 
built up, and even more in its methods 
of organization. No single type of 
union dominates the field. Many of 
them are purely craft unions, highly 
localized in character. Individual 
trade unions include craft, industrial, 
occupational, and general organiza- 
tions. Growing appreciation of the 
weakness and cost of this form of 
growth has stimulated amalgamation ; 
but for the time being its progress is 
quite definitely arrested. Last year’s 
recovery of membership will probably 
be more than lost by the effects of the 
general strike and the coal stoppage 
of 1926. The general strike is known 
to have cost the unions directly 
between {£5 million and £6 million; 
the indirect loss must also be very 
substantial. Outlay on such a scale 
reduces the resources for propaganda 
work among non-unionists, and tends 
to perpetuate some of the undeniable 
difficulties of finance. At this stage 
no one can indicate with accuracy 
the actual resources of the five and a 
half million members. The White 
Paper issued by the Registrar-General 
of Friendly Societies dealt with the 
vears 1924 and 1925; it did not 
include details affecting federations ; 
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BRITISH TRADE 


and it was confined to the membership, 
income, expenditure, and funds of 
registered trade unions with 10,000 
or more members in the years in 


question. That leaves out of account 
all the smaller organizations, the 
certified trade unions, and other 


bodies; while many which are very 
nearly friendly societies pure and 
simple are difficult to describe. 

But the particulars of one or two 
large unions which received rather 
less attention than others in recent 
discussion may be cited as typical of 
the general problem. In 1925 the 
Boilermakers’ Society had 410 bran- 
ches, 74,000 members, £152,000 in 
funds at the beginning of the year, an 
income of £171,000 from members, and 
{1,200,000 from National Unemploy- 
ment Insurance benefit payments. 
With receipts from other sources the 
total income was {1,397,000. The 
expenditure included £43,000 on sick 
and accident benefit, {£13,000 on 
funeral benefit, £89,000 on super- 
annuation, £7,600 in grants to federa- 
tions and other societies, £51,000 on 
salaries and allowances to officers, 
£20,000 for other working expenses 
—leaving in funds at the end of the 
year £149,000. On somewhat similar 
principle let us take the Amalgamated 
Engineering Union. It had nearly 
16,000 branches, a membership of 
234,000, and funds at the beginning 
of the year amounting to {£1,723,000. 
Its members during the year contri- 
buted nearly £794,000, National Un- 
employment and other insurance 
brought £396,000; and with other 
items the total was £1,271,000. That 
is a large aggregate income, but it is, 
of course, not nearly so large as that 
of the Miners’ Federation or of the 
National Union of Railwaymen in 
normal times. Observe the expen- 
diture of the Amalgamated Engineer- 
ing Union in the year under review. 
Sick and accident benefit absorbed 
£116,000; funeral benefit, £26,000 ; 
superannuation, £301,000 ; other bene- 
fits, £16,500; political funds, £6,000; 
grants to federations and other socie- 
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ties, £30,000; salaries and allowances 

to officers, nearly £96,000 ; and other 

working expenses, nearly £82,000. 
The total expenditure was £1,158,674, 
and the funds at the end of the year 
were nearly {2 million. In the long 
lists of other organizations the figures 
vary as they are large or small, but the 
principles suggested by the two cases 
which have been quoted are very 
much the same throughout. 

What are the chief lessons which 
emerge ? Great Britain has nothing 
to gain by shoddy vilification of the 
trade union movement. Rightly guided 
it has great tasks to perform in arbi- 
tration and conciliation in British 
industry ; and there is at the moment 
every reason to believe that many of 
the lessons which have been taken to 
heart by the American Federation of 
Labour will soon be apparent in much 
of the trade union leadership of this 
country. But the unions themselves 
agree that better organization of their 
resources is possible. It will be 
observed that a large part of the 
annual outlay is directly associated 
with provident and thrift enterprise 
of a friendly society character. But 
for that constructive work of the 
unions, spread over many years, the 
State and the local authorities would 
have been driven to provide for large 
numbers broken or maimed in the 
industrial battle. The unions have, 
in fact, in the aggregate, saved tax- 
payers and ratepayers many millions. 
The immediate problem is mainly one 
of structure. High working charges 
do not mean that the officials § generally 
are overpaid ; compared with kindred 
work for other employers they are, as 
a rule, poorly paid. But too many 
unions compete for members; on 
innumerable boards, simply because 
there are so many unions, represen- 
tatives are duplicated all along the 
line ; most of the unions have far too 
many branches; in short, while there 
are dangers in further amalgamation 
which no one disputes, it is the only 
course if substantial administrative 
economies are to be achieved. More- 
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over, as trusts and combines continue 
to make remarkable progress in the 
organization of British capital—co- 
operation rather than competition is 
apparently to be the new campaign— 
the unions can hardly escape a similar 
tendency. With much force it has 
been urged that if British trade 
unionism did nothing more each year 
than save the amounts now being 
spent in duplicated appeal for mem- 
bership the effective organization of 
at least eight million workers now 
outside of trade unionism could be 


begun. Such reforms are constantly 
under the consideration of trade 
union leaders. But amalgamation 


and economy have two main difficul- 
ties to encounter. The first is the 
personal association of many leaders 
with organizations which they founded 
and which, mainly because of the 
characteristics of these men, have 
won and maintained a definite place 
in the trade union world. The second 
is the feeling that very large amal- 
gamations do not take the same 
immediate and detailed interest in the 
individual member, and tend to 
become vast aggregations in which 
rule and regulation command the 
field. In progress to reorganization 
and economy the main issues are, 
therefore, the preservation of the 
best type of personal leadership with 
attention to the individual and often 
peculiar interests of the humblest 
member, especially in the backwoods. 
On no other basis is the change likely to 
command the whole-hearted support 
of the rank and file. 


The Manchester City 
Fathers and Municipal 
Banking 

N October 6 the Manchester 
City Council unanimously ac- 
cepted a proposal to inquire 
into and report upon the “ prac- 


ticability of establishing a municipal 
bank for the purpose of reducing the 
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large sums paid in interest on bor- 
rowed capital or alternatively to 
establish a municipal bank on similar 
lines to the Birmingham Corporation 
Bank.” The proposer urged his 
policy on the ground that it was not 
to the benefit of the community that 
five large banks should practically 
monopolize the business, and as the 
Corporation ‘“‘could manage such 
undertakings as water, gas, electricity 
and tramways successfully, it could 
be equally successful in banking.” 
The seconder of the motion went even 
further, stating that in his view 
““ Manchester should not only be able 
to have such a bank, but also to 
issue paper money on its own credit.”’ 
It seems to be a law cf nature that 
certain types of politicians cannot put 
forward even desirable proposals with- 
out talking a good deal of nonsense 
at the same time. A municipal bank 
appealing particularly to the small 
saver and investing the deposits partly 
in loans to the local authority, partly 
in local mortgages and public works, 
has everything to recommend it, pro- 
vided it maintains cash reserves ample 
enough to meet sudden withdrawals 
even if they are on a larger scale than 
normal. It need hardly be said that 
to manage even such a bank success- 
fully requires skilled direction and a 
careful distribution of risks, and it is 
by no means self-evident that the 
successful management even of a 
savings bank is as easy as the running 
of public utility enterprises. But 
even if it were, it is quite clear that 
such a bank would not in any way 
solve the problem of what is termed 
the “Money Trust.’”’ Municipal sav- 
ings banks would draw deposits from 
quite other sources, in the main, than 
those which feed the business of the 
Big Five. Of course, if it were in- 
tended to start a Municipal ‘“Com- 
mercial”? Bank it would be another 
matter. The risk run by the munici- 
pality in that case would be much 
greater, confined as it would be to a 
relatively restricted area, and com- 
peting, as it would have to do, with 
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banks with much greater experience 
and enormously greater resources. 
Whenever banking questions arise 
in political circles in these days the 
“enormous profits” of the Big Five 
are certain to be raised. It is always 
overlooked that these profits, though 
declared on the paid-up capital, are 
actually earned by a very much larger 
sum, viz.: the paid-up capital and 
the revealed and concealed reserves of 
the banks, so that the actual rate on 
the total capital, the property of the 
shareholders, is less than one-half of 
the rate on the paid-up capital. 
Further, the average investor in bank 
shares obtains an effective rate which 
is much smaller than the nominal 
dividend rate : a rate, in fact, which is 
not much higher than he would have 
obtained from holding Government 
securities. This lowness of the effec- 
tive rate is, of course, a sign of the 
high estimate placed by the market 
on the continuance of the earning 
capacity of the banks, but the con- 
stant citation of the nominal rate 
without any mention of the market 
price only misleads those members of 
the public who believe that the 
“nationalization”’ of the banks would 
mean a stroke of good business for 
the Government. If anything like 
market price is paid for the shares the 
real return to the Government would 
be a modest 5 to 6 per cent. at most, 
and even this sum would involve the 
same level of money rates, and the 
same “‘spread’”’ between lending and 
borrowing rates, as are maintained 
now. There may be some need for 
the more complete utilization of the 
potentialities of the Postal Savings 
System and of “public banking” in 
general. But the case for “public 
banking” is not that the existing 
banks form a monopoly, or are ex- 
tortionate in their charges, but that 
their present organization does not 
entirely fulfil the requirements of 
many workers. It is true that most 
of the great banks are prepared to 
accept deposits of a minimum of {1— 
but their hours of opening and closing 


are inconvenient to certain types of 
workers. The article on the Birming- 
ham Municipal Bank, written by its 
general manager, which appears on 
page 404, states that the bank “is 
open on Saturday and Monday even- 
ings—a very necessary requirement 
if the convenience of the workers is 
to be considered—and these two days 
are responsible for 75 per cent. of the 
transactions of the bank.” This in- 
formation is not without interest to 
the joint stock banks. If it were 
possible for those banks to offer 
similar facilities in congested indus- 
trial areas, they would probably 
receive a. great infusion of small 
accounts. The experiment might be 
tried with advantage to the banks, 
and it would certainly be appreciated 
as a courteous and most useful service 
to the poorer members of the com- 
munity. 


The Romsey Ruminations 


HE formation of the Inter- 

; national Steel Cartel and the 
conversations of British and 
German industrialists at Broadlands 
have been associated in the public 
mind as promising perhaps the most 
important of post-war economic 
events. At this stage both should 
be viewed with caution. The Romsey 
deliberations were not representative 
of Governments ; they had a political 
flavour which considerabie parts of 
British industry would find embar- 
rassing; and in so far as statement 
has been made, it suggests that the 
members of the party merely discussed 
the general position of European 
trade, the influence of customs and 
other barriers, probably some of the 
problems of finance, and the possi- 
bilities of large-scale co-operation 
rather than competition in the supply 
of such human demand as is forth- 
coming. A committee was appointed 
for the purposes of further explora- 
tion. This conference has been pre- 
ceded, and according to current report 
will be followed, by several important 
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European banking arrangements, al- 
though the latter are not necessarily 
connected with Broadlands at all. 
The note throughout is that of co- 
operation. International scramble for 
trade is apparently regarded as un- 
desirable. To such an atmosphere 
it is not difficult to understand the 
theoretical and practical appeal of 
the International Steel Cartel. In 
substance it is an understanding 
between French, German, Belgian and 
Luxemburg steel masters for the 
allocation of production among the 
four countries on an agreed percent- 
age; by such regulation of output, 
with appropriate penalties for excess, 
it is hoped to raise prices from their 
present depression. The terms of the 
agreement suggest that potential sales 
will be fixed yearly; quotas will be 
adjusted on the basis of certain 
percentages, Germany to have 43°18 
per cent. and France 31°19; sales 
will be ascertained quarterly, and the 
system will be regulated generally 
by a common fund for the aggre- 
gate production. The cartel is not 
directed against any country or in- 


terest. ‘Some critics regret that 
Britain remains outside; but the 
essence of the scheme is domestic 


preparation in co-operative effort, 
and the British steel industry is not 
yet accustomed to such a device. 
Certain of the older business men 
regard the new enterprise as a form 
of trust which probably will not cover 
the whole field any more than the 
United States Steel Corporation did 
in America. Others point out that 
in post-war conditions Germany proved 
unable to maintain a form of vertical 
trust, as in the Stinnes case (where, 
however, large allowance must be 
made for inflationary influences) and 
has fallen back upon horizontal ar- 


rangement, some of the features of 
which are presented by the steel 
cartel. And a third school are 


frankly enthusiastic in the belief that 
while Romsey had in mind very broad 
forms of international economic co- 
operation as the only hope of recovery, 








Germany, as in this case, and other 
countries will put up the concrete 
examples. In the last resort the test 
must come to the doors of the con- 
suming public. The cartel clearly 
rests on a strict regulation of output. 
Will the price level which it maintains 
be more conducive to recovery than 
that which would have prevailed in 
the absence of such arrangement ? 
At this stage no one can venture 
more than prophecy. But the for- 
mation of the cartel should hasten 
the reorganization of the steel industry 
in those countries which remain 
outside, and whether eventually they 
join it or not the immediate domestic 
results for most of them can hardly 
be other than beneficial. 


A New Director of the 
Westminster Bank 


T the beginning of October 
A Mr. John Rae was elected to 
the Board of the Westminster 
Bank. In the office of chief general 
manager he has served that bank with 
powerful abilities and distinguished 
zeal and fidelity for a period of six 
years. It is now thirty-five years 
since he entered the general manager’s 
department of Parr’s Bank then 
situated at Warrington. <A former 
colleague has sent us these reminis- 
cences of his early career. 

“An example of Mr. Rae’s assi- 
duity in the service of his bank, as 
well as of his many-sidedness, came 
under the notice of one of his colleagues 
when he —Mr. Rae—was in his early 
twenties and simply one of the rank 
and file of the general manager’s staff 
of Parr’s Bank. 

“One afternoon the then general 
manager of the bank, Mr. John Dun, 
after closely studying the plans for a 
new building for the bank’s largest 
provincial branch, came to the con- 
clusion that the light in a certain part 
of the building would not be good. 
He handed the plans to Mr. Rae just 
as both were leaving the bank for the 
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day, and on the following morning 
Mr. Rae had drawn an entirely fresh 
plan, on the ‘regulation’ architect’s 
blue-oiled paper, of the part of the 
building in question, with suggestions, 
afterwards adopted by the architect, 
for an arrangement of the windows 
which would greatly improve the 
lighting. 

“Before Mr. Rae left the bank on 
that second day the genera] manager 
handed him a request which he had 
received from important customers of 
the bank for suggestions as to how 
capital and debentures might be most 
advantageously rearranged on their 
approaching amalgamation with an- 
other large company. On the follow- 
ing morning Mr. Rae produced a 
carefully-worked out and_ neatly 
tabulated scheme for the proposed 
rearrangement, with two alternative 
schemes, each of the three schemes 
with terse comments on its advantages 
and drawbacks. 

“On the third successive evening— 
again, as on the two previous occa- 
sions, after business hours—Mr Rae 
worked out, for production and con- 
sideration on the following morning, 
a scheme for improving in certain 
respects the system of inspection of a 
bank which had sought the advice of 
his bank on the subject.” 

The colleague who gives us these 
reminiscences of nearly thirty years’ 
work tells us that, after those three 
days, he prophesied that Mr. Rae 
would one day attain the position of 
general manager of his bank. 

Our courteous correspondent’s ob- 
servation was a platitude, not a 
prophecy. What could impede the 

march of such energy, abilities, and 
perseverance ? Mr. Rae’s supreme 
conversance in banking business, his 
invariable rectitude of principle, 
moderation in temper, welded with 
great administrative capacity, are the 
qualities by which he obtained such 
eminent offices as the joint general 
managership of Parr’s Bank, the 
treasurership of the Bank of Scotland, 
and the chief general managership of 


the Westminster Bank. He is exactly 
what we conceive of a great banker of 
the old stamp; but it would be mis- 
leading to describe him as a survivor 
of the race of great bankers who 
flourished before the amalgamation 
movement turned bankers into 
bureaucrats. He is something greater 
and better; he has shown that 
character and capacity can overcome 
the unexampled problems created by 
immense amalgamations. May the 
Westminster Bank be so fortunate as 
to obtain a succession of such chief 
officers. 


Australian Finance and 
Trustee Securities 


Te failure of the recent N.S.W. 
Loan, the publication of Messrs. 
Cook and Davenport’s ‘“ Aus- 
tralian Finance’ and the somewhat 
embittered remarks which it has 
drawn from the Australian Premier 
are leading to a situation which the 
public will fail to understand unless 
the various issues involved are kept 
very clearly apart. There are at 
least four separate points, which are 
perfectly distinct logically and should 
be kept apart controversially. 

The first question is: Is Australia 
over-borrowing ? This is a matter 
which can only be decided when the 
relevant standards for determining 
what 7s over-borrowing have been 
decided upon, and when the available 
statistical material relating to Aus- 
tralia has been properly sifted. The 
second question is: Is Australia 
adopting the right method for bor- 
rowing successfully in London ? This 
is a matter which is, clearly, entirely 
separate from the first. It does not 
in the least follow that because the 
investor is deprived of proper infor- 
mation Australian finance is, there- 
fore, unsound; nor, on the contrary, 
does the soundness of Australian 
finance (if it 7s sound) justify the 
Commonwealth or the States in not 
giving proper and relevant statistical 
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and financial data in the prospectus. 
On the other hand, the failure of a 
given loan need not be the result 
either of unsound economic con- 
ditions or of the improper with- 
holding of information. It may be 
due to the fact that the loan has been 
offered at a rate of interest which, 
in view of the present conditions of 
the Capital Market, is inadequate. 

The third, and much more difficult 
question, is: To what extent is the 
Colonial Stock Act, 1900, responsible 
either for the alleged unsoundness 
of Australian finance or for the alleged 
lack of care in the treatment of the 
British investor? If it is the case 
that the Act misleads the investor 
into thinking that Trustee Securities 
issued in virtue of the Act have 
a British Government guarantee 
attached, this may be a reason why 
it is both easier to borrow and why 
issues are carelessly handled, as well 
as encouraging borrowers to over- 
borrow and offer inadequate rates of 
interest. 

The fourth question is: Assuming 
that the Colonial Stock Act has thus 
some undesirable results, is it ad- 
visable to repeal the Act? The 
tendency of opinion has recently 
been strongly against the Act; not 
only Mr. Keynes, but so moderate 
and well-informed an authority as 
Mr. Hartley Withers, appearing in the 
lists against the whole policy implied 
by the Act. But even if it is ad- 
mitted that on economic grounds a 
preferential right to borrow is un- 
desirable on the ground that it dis- 
courages carefulness on the part of 
borrower and lender alike, this does 
not enable one to be perfectly sure 
that the withdrawal of a privileged 
position from Colonial issues is de- 
sirable in the present state of inter- 
Imperial relations. 

Recent incidents and discussion 
will, however, have served a useful 
purpose if they make it clear to 
financial authorities in the Dominions 
that the London Money Market 
cannot be regarded in the light of a 
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fairy godmother, with pockets that 
cannot be emptied and _ endlessly 
good-willed. | On Imperial grounds 
it may be desirable to give Dominion 
borrowers a preferential position, but 
if they abuse the rights bestowed they 
run the risk, not only of not getting 
the money, but of arousing an 
opposition which will ultimately result 
in their losing also the advantages 
they now enjoy under the law. 


Holland and the Gold 
Standard 


HE recent publication of the 
i English edition of the Report 
of the Netherlands Bank for 
1925-6 makes available to students of 
the gold standard a considerable body 
of information bearing on the interna- 
tional financial situation in the first 
year of the “ Return to Gold,” for it 
must be remembered that Holland 
returned to the pre-war basis at the 
same moment of time as this country. 
Holland, in the opinion of the bank 
authorities, was one of the few coun- 
tries which “ possessed, practically 
speaking, too much gold.” In the 
year preceding the return to gold, 
therefore, considerable quantities of 
the metal were shipped to New York, 
and after London had again become a 
gold centre, gold was also shipped 
there, directly as well as in the shape 
of re-exports from New York. On 
January I, 1925, the deposits of the 
Netherlands Bank in London had 
reached a figure of £17} millions, “a 
figure which had never before been 
attained in the books of the Nether- 
lands Bank.” This was subsequent to 
a period in October and November 
1925, when more than f. 50 millions 
of gold was imported from London, 
due to the liquidation of the claims 
created by the large crops of the 
Dutch East Indies and their high 
prices. Later on, in March of this year, 
the tide turned somewhat against the 
Amsterdam market, and the bank 
intervened to sell sterling to the extent 
of more than 60 millions of florins. 
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HOLLAND AND THE 


The Netherlands Bank is thus again 
pursuing the policy of the gold ex- 
changestandard, and the report throws 
interesting light upon the considera- 
tions which lead the bank at one time 
to follow a “gold standard” practice, 
and at other times “Gold Exchange 
Standard” practices, by remarking 
that it will adopt the latter “in case 
the bank does not consider the import 
or export of gold to be desirable ”’ as 
well as to avoid “unnecessary and 
sudden fluctuations” in the rates 
quoted in the bill market, which in 
a comparatively small market like 
Amsterdam are not infrequent, leading 
to the complaint that to put business 
through Amsterdam is “difficult and 
hazardous.”” The bank is desirous of 
holding ‘‘a very large foreign bill 
portfolio with an ample stock of 
gold,” not only in view of the uncer- 
tainty attending the future course of 
prices of Colonial products, but also 
because Holland harbours large sums 
of money from abroad, which may sud- 
denly expose the country to ‘‘ sudden 
and large drains on its funds.” 

A most interesting section of the 
report is devoted to the question of the 
coinage of gold, and to the alteration 
in the bank’s buying price for fine 
gold. 

Commencing in November 1925, 
the bank asked the Mint to coin for 
it f. 45 millions in ro guilder pieces, 
and commenced to pay out Io guilder 
pieces from stock. Up to June 1926, 
the bank had issued about 35 millions. 
Of this total only 860,000 florins has 
been returned to the bank, and about 
10.2 millions has gone to the Colonies. 
Whilst the remainder proved sufficient 
to “saturate” the circulation, the 
demand continued on the part of the 
bullion trade, which wished to sell 
these coins “‘in countries where, in 
some form or other, a premium is still 
being paid for gold,” so that the bank 
“reduced the amount issued at a time 
to f. 250 per person.” Further, gold 
sales on a large scale for export were 
obviated by selling cheques slightly 
below the gold export point. 


GOLD STANDARD 305 

The reduction of the bank’s buying 
price for fine gold from f. 1648 to 
f. 16473 per kilogramme, is explained 
as being due entirely to practical 
considerations of profit and loss. The 
Mint price per kilogramme is f. 1653.44 
in 10 guilder pieces, the cost of coining 
is f. 5.55, ‘‘ to which are to be added the 
costs of assay and of transport of the 
gold from Amsterdam to Utrecht and 
back, so that, leaving interest out of 
consideration, the bank only receives, 
after deduction of these costs, the 
countervalue of about f. 1647.50 from 
one kilogramme fine of gold. Only for 
this absolutely practical reason was 
the purchase price of gold reduced 
by f.0.50 per kilogramme fine on 
August 25, 1925.” 


The Liverpool Bank 
Robbery 


HE dreary diatribes against 
modern youth should be read 


in conjunction with the ac- 


count of the recent raid on the 
District Bank’s North Haymarket 
Branch in Liverpool. On October 
13 a man entered that branch 


and, pointing a revolver at the 
cashier, demanded him to hand over 
the funds under his control. The 
cashier replied by hurling a _ paper- 
weight at the thief, who thereupon 
shot him through the stomach, and, 
having seized some silver, rushed out 
into the street. He was pursued by 
Mr. Calkeld, the manager of the 
branch and by other passers-by. After 
inflicting grave injuries upon ‘three of 
the pursuers he was captured, and 
now awaits trial. 

The cashier’s name was Walter 
Cecil Tooby. He was born on July 31, 
1904, and entered the service of the 
District Bank in 1921. His great 
gallantry in defence of the property of 
the bank is a cheerful indication of the 
spirit and loyalty of the younger 
generation of bank officials. If Mr. 
Tooby is a fair,representative of its 
staff, the District Bank may well be 
proud. 
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The Manifesto of Big Business 
By the Right Hon. Philip Snowden, M.P. 


business men and financiers of all the great 

commercial nations, is a document of momentous 
importance. In the history of the post-war period it will 
probably rank in importance and influence with the 
famous Petition of the Merchants of the City of London, 
which was presented to Parliament by Alexander Baring 
in 1820. That Petition marked the turning-point in the 
economic policy which had been followed since the end 
of the Napoleonic Wars, five years before. 

It is significant that the signatures to the recently 
issued manifesto include the names of men who have 
been ranged on opposite sides in the controversy on 
Free Trade and Protection. But these men are now 
united in recognizing the serious effect upon international 
commerce of the existence of high tariffs, and other 
impediments to the free intercourse of trade. 

It is one of the many evils of tariffs that they compel 
retaliation, possibly in the hope that the aggravation of 
the evil will destroy it altogether. But, as Sir Josiah 
Stamp recently pointed out, the trouble in the commercial 
world is due to the lack of logical thinking on economic 
problems. 

We still have the Protectionist who believes that it is 
good for the economy of a country to place a high tariff 
wall around its boundaries, so constructed as to permit 
goods to go out, but to prevent them from coming in. 

If it were generally recognized that international trade 
is the exchange of commodities, it would be seen that it 
is just as illogical, and as inimical to the well-being of a 
country to impose high tariffs on the goods it buys from 
abroad, as it would be for a town or village within a 
country to put duties upon the goods it buys from a 
neighbouring town or village. 

The tariff question will never be settled until there is 
a general recognition of the elementary fact that a trade 


Ls International Manifesto, signed by leading 
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policy which is good and necessary within a country 
is equally necessary and beneficial for international 
commerce. 

The Manifesto appreciates that simple truth, and 
seeks to impress it upon the financial and commercial 
interests of the world, and through them upon the political 
heads of the States. 

But this is not a matter effecting Big Business and 
High Finance only. It isa matter of vital importance to 
the wage-earners whose livelihood depends upon employ- 
ment, and whose well-being is affected by the cost of 
commodities made dearer by the addition of tariffs. 
Tariffs raise prices in two ways: first, by the actual tariff 
imposed, and, second, by preventing goods frdm being 
obtained from the country where they can be most 
economically produced. 

The losses and sufferings of the wage-earning classes, 
through the economic chaos which has afflicted Europe 
since the end of the war, have been greater than those of 
any other class. Some ill-informed critics, whose “ class 
consciousness ’’ is highly developed, see in the proposals 
to remove obstacles to trade a sinister design to further 
exploit the proletariat. They are incapable of seeing 
that of all the weapons of exploitation of labour, Protec- 
tion and Monopoly are the greatest. 

“The perilous multiplication of impediments to trade 
without a true appreciation of the economic consequences 
involved”’ which has taken place in recent years is due 
in the main to three things: first, the instability of the 
exchanges and _ financial position of many — 
second, the ineffectiveness of a tariff, however high, 
achieve its purpose ; and, third, the unreasoning ambition 
of new States to make themselves independent manufac- 
turing units. 

Two at least of these reasons have arisen directly from 
the Peace Treaties which followed the war. The conse- 
quences of the provisions of these Treaties are strikingly 
summarized in the Manifesto. ‘“‘The break-up of great 
political units in Europe dealt a heavy blow to inter- 
national trade. Across large areas, in which the inhabi- 
tants had been allowed to exchange their products freely, 
a number of new frontiers were erected and jealously 
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guarded by customs barriers. Old markets disappeared. 
Racial animosities were permitted to divide communities 
whose interests were inseparably connected.” 

It is difficult now to go back, and to restore the larger 
political units of Europe. Political considerations re- 
made the map of Europe, regardless of economic effects. 
It was not realized by the framers of the Peace Treaties, 
looking only to political factors and military arrange- 
ments, that the economic unit is now the most important 
and necessary basis of the political State. 

A political State, based on racial affinities, need not 
necessarily be an obstacle to federated economic units. 
But racial animosities, and the ambitions of the new 
States, are hindrances to a federation based upon economic 
interests. 

It is to be feared that only a long and painful experi- 
ence of the futility of attempting to make an impossible 
political area into a prosperous economic unit will compel 
the Balkanized States of Europe to face the logical, and 
eventually the inevitable, problem of economic federation 
with a tariff-free zone. 

The Manifesto is a welcome indication that the more 
enlightened business men in the various countries have 
begun to see the need for international action to reduce 
the barriers to trade, which tariffs, special licences, 
and prohibitions have erected. The signatories do not 
in the least exaggerate the paralysing effects of the 
barriers. 

Every business man is made painfully aware of the 
fact in his everyday experience. Some of them in Great 
Britain are crying for remedies which can only aggravate 
the situation. The ridiculous campaign to boycott 
foreign goods, under the slogan to “‘ Buy British Goods,”’ 
is an illustration of the madness which sometimes seizes 
men when they find themselves in a difficult situation. 
Such a campaign is based upon the foolish idea that to 
take payment for the goods we send the foreigners is 
harmful to British interests. It displays a complete 
ignorance of the mutual exchange nature of international 
trade. It is a direct encouragement to foreign countries 
to boycott British goods in their own markets. It is 
fostering the spirit of nationalism in trade, which is fatal 
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to world recovery. It is as foolish politically;as it is 
economically unsound. 

The piecemeal return to prohibitive tariffs by Great 
Britain is having an equally bad effect on foreign trade. 
The plaintive cry from some British industries that they 
cannot compete successfully with the foreign manufac- 
turers naturally turns the foreign buyers to those countries 
which British manufacturers declare are producing more 
cheaply than they are able to do. A more disastrous 
depreciation of British prestige could not be imagined. 
In addition to this, it cannot be helpful to a reduction of 
tariff barriers abroad that a country, with a traditional 
Free Trade policy, should at this time be reverting, if 
only partially, to a tariff system. 

The Manifesto has appeared at an opportune moment. 
The reputations and positions of those men who have 
signed it, their first-hand knowledge of the actual 
economic condition of Europe, and of the root causes 
of the slow recovery of international trade, give an 
importance to the declaration which can hardly be 
exaggerated. Byacoincidence the same day the Manifesto 
appeared, the meeting of the International Chambers of 
Commerce met in Paris, and the President expressed 
strong views on the lines of the Manifesto. 

If it be true, as is so often asserted, that Big Business 
and High Finance control the political governments in 
all countries, one may expect some practical result from 
this emphatic declaration in favour of international Free 
Trade. There are, as I have stated, great difficulties 
in the way. It remains to be seen whether they are 
insuperable. But if these barriers to trade cannot be 
lowered there is little hope of a revival of European trade. 
The reduction of tariffs would not by any means solve the 
whole economic problem of international trade, but it is 
an essential condition of commercial and economic 
recovery and prosperity. 

Opposition to tariff reduction will come from many 
quarters, and will arise from several reasons. One has 
already been mentioned, namely, that in recent years, 
manufacturing industries have been started in new 
countries under the protection of tariffs, as the Manifesto 
points out, with no real economic foundation. These 
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industries could not survive in the face of world compe- 
tition without the artificial aid of tariffs. There will be 
a reluctance to abandon them, though it would be more 
economical for these countries to rely upon the develop- 
ment of their own natural resources, and to exchange 
them for manufactured goods produced in other countries, 
where industrial advance enables them to be produced 
more cheaply. 

It will be a hard job to convince these countries that 
their best interests can be served by international division 
of labour. Vested interests when once planted are difficult 
to uproot. The case for Free Trade depends upon the 
wide view of national and international welfare, and 
it is difficult to get both individuals and nations to 
look beyond their own narrow interests; whereas 
the wide view would reveal to them the fact that their 
own best interests are served by promoting the general 
welfare. 

The self-governing British Dominions are among the 
worst sinners in this policy of fostering, by artificial aids, 
manufacturing industries to the neglect of the develop- 
ment of their vast natural resources in the land. They 
will pay heavily for this unnatural policy in the years 
to come. 

A second difficulty in the way of the removal of import 
duties is the revenue question. Tariffs are a convenient 
instrument of taxation, but a very costly one. They 
hide the incidence of the taxation. “As Pitt said, import 
duties raise the prices of commodities, but the people 
pay and grumble about high prices, but never know the 
high prices are caused by heavy taxation of the articles 
they buy. 

Direct taxation is unpopular with governments 
because it exposes their extravagances, and it is un- 
popular with taxpayers because they do not like con- 
sciously to pay taxes. The abolition of import duties 
in most countries would involve a revolutionary change 
in their internal taxation policy, and there will be a 
reluctance to face that consequence. It would be difficult 
to get the countries which rely upon import duties for 
the bulk of their revenue to take the wider, but truer, 
view of their national interests. But the day will come 
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when the incredible folly of making everything dearer, 
and hampering trade and employment by tariffs, will 
dawn upon an enlightened people. 

The third difficulty comes from countries which 
have a high standard of labour conditions, and which 
believe that a prohibitive tariff is necessary to safeguard 
these conditions. This is the explanation of the indiffer- 
ence of some labour people to the controversy between 
Free Traders and Protectionists. They do not believe in 
tariffs, but they want some protection against the com- 
petition of the countries with a low standard of labour 
conditions, believing that the imports from such countries 
tend to depress labour standards here. 

From the simple economic point of view it is an 
advantage to a country to buy cheap goods, and pay for 
them with exports which have employed more highly 
paid labour. But there are other considerations, more 
important from the standpoint of world welfare, which 
demand measures to deal with the inferior labour con- 
ditions in the backward countries. A country where 
wages are low is a poor customer for the goods of the 
more advanced nations. To raise the standard of life in 
these poorer countries is a matter of vital interest to 
world trade. Tariffs do nothing to achieve this object, 
but on the contrary still further depress the undesirable 
conditions, and still further lessen purchasing power. 
The way to tackle this problem is by international regula- 
tion of labour conditions through the L eague of Nations. 

The difficulties I have enumerated in the way of the 
removal of trade barriers have been mentioned not to 
depress, but to stimulate to action. The greater the need 
the greater are the difficulties. The greater the difficulties 
the more urgent is the call to strenuous effort to over- 
come them. ‘Happily,’ says the Manifesto, ‘“‘there are 
signs that opinion in all countries is awakening at last 
to the dangers ahead.’ That is true, and the Manifesto 
will help that awakening to a full consciousness of the 
urgent need for international action to ameliorate the 
present disquieting conditions, and to avert the still 
greater dangers which threaten world trade. 
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The Modern ‘Trust Movement 
By D. H. Macgregor 


Drummond Professor of Political Economy, Oxford University 


producers of steel in four Continental countries 

calls attention again to the march which the 
combination movement has stolen on the old competitive 
assumptions regarding industry. These assumptions 
had already been very much upset within separate’ 
nations by a process which, at the date of the war, had 
been gaining force for about thirty years. But the 
international extension of that process is more than a 
change in scale; it changes the conditions of the problem 
of future capitalist working, and the way in which that 
working can be controlled. The reason is that tariffs 
became no longer necessary to combines for the holding 
up of prices in protected countries, since international 
agreements can go one better than tariffs, and impose 
certain prohibitions on import; while a country like this 
can no longer assume that free trade is a complete defence 
against the dangers of trusts and cartels. 

What has been set up is a cartel, and not strictly a 
trust. Trusts are capitalist fusions, in which the parties 
lose their independence, and become branches or depart- 
ments of the new organization. Cartels are agreements 
or arrangements, in which independence is given up 
only to the extent of the contract, the parties otherwise 
remaining free. But the parties to a cartel may be trusts 
within their own sphere. For example, the Tobacco 
Trust was really a cartel arrangement between a British 
and an American trust as regards the division of markets, 
not a single capitalized unit. In the same way, the 

national parties to an international agreement may be 
only cartels at home, the producers having a good deal of 
independence, but being unified far enough to enable them 
to deal with foreign producers through their central agency. 

An international trust would be a more formidable 
thing than a cartel. It would be a single company, under 
the laws of one country, which had bought up either the 
whole assets or a majority of the shares of companies 
operating at home and abroad. This happens on a 
smaller scale when a national company creates foreign 
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branches. But if the process went so far as to sub- 
ordinate the great concerns in a fundamental national 
industry entirely to a directorate in a foreign country, 
such an octopus would create political problems, and 
would be an objectionable economic development. Cartel 
arrangements, each nation having its own organization 
for its own producers, seem to go as far as is likely to be 
at all tolerable politically, or economic industrially, and 
even they will call for careful observation in the interests 
of consumers. 

There was, until the war, a sharp distinction between 
the trust movement and the cartels. America was the 
country of the trust problem, partly because agreements 
of the nature of pools were made illegal, so that producers 
were driven into fusions; while Germany was the chief 
home of the cartels, since such agreements between 
separate producers were legal and enforceable there, 
so that for common action trusts were not necessary. 
In England there was a mixed position. We had both 
trusts and cartels, but without the same publicity or the 
creation of any particular problem; the common law 
on the subject being doubtful, the cartels lay low, and we 
relied on the insurance of free trade against high prices. 

But what we call a cartel in this country is a less 
developed thing than in Germany. Before the war 
there were hundreds of cartels in Germany working quite 
openly, and recording their doings in a special cartel 
journal. The typical structure was that of the Coal 
Cartel. This was, and is, more than merely a selling 
agency or price agreement. To insure themselves 
against breaches of agreements as to prices, output, or 
markets, the parties set up a central agency, and made this 
a joint stock company, in order that each party should 
come under a legal agreement with this legally constituted 
central body, to which they contracted to deliver all their 
output (unless specially exempted), and which stood 
between the producers and the market. Its capitaliza- 
tion was small, enough to set up an office and staff; and 
all the shares were held by the contracting parties, the 
allotment being in proportion to their capacity as pro- 
ducers. In dealing with the agency the producers were 
dealing with themselves in an organized form, and with 
enforceable contracts. Through this mutual and sys- 
tematic control, prices, output, and markets were regu- 
lated in the common interest of the producers; fines 
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were levied on members who exceeded their quota of 
output; indemnities were paid to those who produced 
less than their quota; bounties were paid on exports, 
to keep up home prices, and compensate for losses on 
dumping; and the industry was managed by a sort of 
parliament of its own, which created a new model for 
what was called the “rationalizing” of production. I 
do not think we had or have any cartels in England of 
this developed type. 

It seemed as if Germany would be content with this 
kind of organization, in which monopoly and competition 
were made to work together. But after the war that 
country began to develop in the direction of trusts. The 
war had created an excess of producing power in some 
industries, like iron and steel, and also a scarcity, after 
the Treaty, of home supplies of materials; and in the 
general unsettlement some powerful personalities like 
Stinnes came into positions of leadership and formed the 
fusions of interests that were called the “concerns.”’ 
Most intricate relations developed because these concerns 
were “in” everything, from steel and ships to hotels, and 
they overlapped each other in the most complicated 
way. It was a grab for control, in which the capitalist 
method got the better of the cartel method, and gave 
Germany the trust, and the big business, and the mag- 
nate, and the big ideas which have expressed themselves 
in international projects. 

It is plain that the producers of a country can only 
enter into such international arrangements if they can 
have a firm organization of their own at home which can 
speak for them as a body; and this depends on whether 
they feel safe, in relation to the law of the land, in creating 
such a body. It is said that British producers are still 
somewhat individualistic, and do not like to have their 
export arranged and limited, as would happen if they came 
into the cartel; it is also unlikely that the other national 
parties to the cartel would feel safe in including the 
British producers unless it were quite clear that our 
common law would not interfere by its interpretation of 
restraint of trade. We have no statute law on the sub- 
ject, and no one could confidently foretell, on the basis of 
past decisions at common law, what the next decision 
would be. America has had anti-trust laws since 1890, 
which means that certain policies and practices are 
forbidden if they unduly restrict competition, but she 
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expressly exempted from these laws in 1918 combines 
formed for the purpose of dealing in the foreign market, 
so that American producers can confidently enter into 
such international agreements as the Copper Export 
Syndicate. In this country it was proposed in 1919 by 
a committee on trusts set up under the Ministry of Recon- 
struction, to regularize the position by setting up a 
tribunal to investigate and report on any abuses, but no 
definite action was proposed, and nothing has been done. 
The United States has a Federal Trade Commission of 
five members, and Germany has a Cartel Tribunal, set 
up in 1923, both of which can take action as well as make 
inquiries, and this in itself recognizes the position of 
combines, subject to their good conduct. Our law has 
scarcely kept pace with industrial development, and some 
more regular position seems to be a condition of 
the entrance of our producers into great international 
commitments. 

On the other hand, we have such a vital interest in 
the extension of foreign trade, because of our position as 
regards food supply, that our producers may hesitate to 
enter an agreement which allots and restricts markets. 
Consider what the International Cartel does. Each 
party to the agreement has to respect—that is, to keep 
out of—the home market of the other parties. How 
does this look from our point of view? The German 
consumer can buy from German or British producers; 
the French consumer from French or British producers ; 
and soon. The British producer is protected in Germany 
against the French or Belgian, in France against the 
German or Belgian, in Belgium against the French or 
German producer. That is a good deal to go on with. 
On the other hand, the British producer has no mono- 
poly of his home market; but he may accept that, especi- 
ally if the cartel is going to stabilize export. prices and 
lessen dumping. In the world’s market he can do what 
he likes. Now, as a matter of business, he may prefer 
this position to one which, if he entered the cartel, 
would shut him out of France, Belgium, and Germany, 
and would still not guarantee him his home market, since 
America might come in with a rush to fill the place left 
vacant by Germany and France and Belgium. Besides, 
he has to consider that, though the International Cartel 
has been set up, it has still to show that it will work. 
Such arrangements have broken down before. The 
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eagerness of German producers to bring in the British 
is not surprising, because it is our market, and the 
influence of our exports in the world’s market, that 
mainly compels their cartels to pay export bounties 
equal to the difference between their protected and our 
free trade prices; and it is not our business to get them 
out of this difficulty, which is the creation of tariffs 
aimed against us. 

There must also be considered the question how far 
the Governments would be able to keep out of the prob- 
lem created by international cartels of this ambitious 
scope. They have been drawn into wage-bargaining 
when crises have been reached between the most import- 
ant organizations of labour and capital. Even now it is 
stated that the cartel has a semi-official status. They 
can hardly avoid some interest in the assumption by 
organized producers of the power hitherto supposed to be 
the prerogative of Parliament, to impose not only tariffs, 
but attempted prohibitions on import. Even to a 
protectionist Government it cannot be a matter of 
indifference that a strong degree of protection may be 
privately imposed, without bringing the revenue which 
is at least part of the excuse for protection. 

It may seem early days yet to think of the possibilities 
which are opened up; but in fact the process of combina- 
tion has been confirming itself in industry for a generation, 
during which the assumptions of competition, and its 
safeguards for the consumer, have dragged on. We must 
not, it is said, be afraid of big business; and this is true, 
if properly interpreted. To say only that it represents 
the latest stage of enterprise, and that captains of industry 
know best, is to be afraid of it. I doubt also if we can 
comfort ourselves with the optimistic view that big 
business tends to socialize itself, and to subordinate the 
motive of dividend to that of service. Either at the 
centre or at the circumference some public control and 
safeguard must be made effective; and this is in the 
interest of business itself. At the centre, if a way can 
be found of including the representatives of direct 
consumers in the direction of at least fundamental 
industries when they become unified as national trusts or 
cartels; or at the circumference by regularizing the move- 
ment before the law, and stating in a definite statute 
what policies and practices imply monopolistic purpose, 
rather than the saving of competitive waste. 











Bi RS LR Oe es 


( 377 ) 


Imperial Finance 
By the Right Hon. William Graham, M.P. 


Chairman of the Public Accounts Committee of the House of Commons 


HILE it is impossible at this stage to forecast 
W the decisions of the Imperial Conference, it is 
certain that much of its work will deal with 
problems of economic development. Much depends on 
the proper organization of Imperial finance. Sir, Frank 
Fox thinks that the public and private investment of 
Great Britain in the overseas Empire is probably under- 
stated at £1,600 million. Sixteen years ago Sir George 
Paish put the figure at rather less than half that sum, 
which is probably proof of its cautious character. Since 
the passing of the Colonial Stock Act of 1900, giving this 
enterprise the advantage of trustee security, it is esti- 
mated that the Dominions have raised £725 million in 
this country on very favourable terms. Certainly from 
the time of the legislative benediction, rather more than 
a quarter of a century ago, definite encouragement has 
been given to this class of investment. But it is perhaps 
not altogether unfortunate that recent events in New 
South Wales should have raised fundamental questions 
of importance. 

New South Wales came to the British market some 
months ago for £4 million. On that occasion probably 
70 per cent. was left with the underwriters. It returned 
some weeks ago for a further £4 million 5 per cent. 
1945-65, offered at 97. The public response was again 
very poor, the underwriters being left with approximately 
84 per cent. At that juncture a Hamburg loan was 
heavily over-subscribed. Sentimental criticism suggested 
a contrast between the experience of a promotion in a 
country with which we were only lately at war and the 
comparative failure of an important part of the Common- 
wealth of Australia. But such criticism is probably 
just as misleading as that based on comparison of Aus- 
tralian and Canadian finance; history, tradition, economic 
conditions, the nature of the security may all be radically 
different. As a persistent borrower New South Wales 
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is not regarded as having the same credit as sister States. 
She has refused to participate in the joint loan council 
set up by the Commonwealth Government. Moreover, 
authorities have of late repeatedly called attention to the 
growth of public debt in Australia. Immediately before 
the war the total for the Commonwealth and other States 
appears to have been £326 million; last year it was {965 
million. Per capita it had increased from {£66 to £163 
in the same period; and the total annual bill for interest 
a year ago was over £49 million. Sir Frank Fox joins 
other authorities in asking the British public to remember 
the distinction between dead-weight debt and debt 
applicable to revenue-producing or remunerative under- 
takings. Taking that test, it is clear that Australian 
expenditure out of loans up to January 30, 1925, gave 
nearly 48 per cent. to railways, tramways, and similar 
construction ; I4 per cent. to waterworks; 12 per cent. 
to land purchased for settlement ; 9 per cent. to harbours, 
rivers, roads ; and apparently little more than 11 per cent. 
to other purposes, which included the much-criticized 
State trading schemes of various descriptions. So far 
serious objection on that point is frankly impossible. 
The critics are in better case when, in friendship, 
they offer constructive proposals. The aggregate sinking 
fund arrangements might te improved. Next year more 
than £40 million of Australian debt will mature, of which 
New South Wales accounts for £18 million. It is thought 
that the bulk of that amount can only be met from the 
proceeds of new loans; hence some of the insistence on 
reform. Australian development financed from Great 
Britain should provide for the repayment of each loan 
within a specified period. Credit should be protected 
by emphasizing the use of the money for productive 
purposes; until these suggestions are adopted trustees 
are probably justified in viewing Australian loans with 
hesitation as secure investments for the funds they have to 
administer. Such are some of the proposals offered by 
two members of the Stock Exchange; their reference 
to the position of trustees is, perhaps, extreme. Aus- 
tralian States have certainly borrowed considerable 
amounts ; but when the constitution of the London under- 
writing market is remembered it will not be pleaded 
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that there has been genuine abuse of the advantageous 
terms which are available because of inclusion in the 
trustee stock list. Present criticism, mainly directed to 
Australia, will be quite valuable if it calls attention to the 
most efficient operation of the general principles of the 
Act of 1900. The trustee list has been widely extended, 
but the supply of such stocks is never long in excess of 
demand; to some extent the arrangement has prevented 
the depression of Colonial credit ; an ample field has been 
provided for the investment of benevolent, provident, 
sinking, and other funds; Colonial stocks have been 
favoured because they are definitely redeemable at fixed 
dates, with safeguards against capital depreciation ; such 
investment has been partly encouraged by the plight of 
British railway debentures, rendering the latter less 
popular with trustees; and, finally, there is always the 
vague impression that the British Government would 
not allow Colonial stock to sink into default. So long as 
that impression is vague it need not concern us; very 
difficult problems would arise if, unfortunately, it assumed 
a more concrete form. For that reason it is all the more 
important to keep the finance of Imperial development 
on sound lines, and take steps to meet immediately 
even minor criticism if it is well-founded. Colonial 
Governments may on occasion have borrowed impru- 
dently and at times they have certainly not made the 
best use of their resources. On the other hand, British 
investors must give due weight to the experimental 
character of much of the enterprise; they should be 
advised that some of the statistics relating to Australia, 
especially in their comparison with Canada, are mis- 
leading; too gloomy a view should not be taken of the 
working of the Australian railways; over-borrowing can, 
on paper, be proved against nearly all developing coun- 
tries; if the Australian States, or other parts of the 
Empire, ceased to borrow, the results would be serious; 
and in far-flung schemes of human progress, within terri- 
tory scattered all over the globe, British finance must 
take its share of the risk. Some of the critics fall into 
the error at the other extreme in suggesting that it should 
be on velvet all the time. 

The sound course is to work to a programme, the 
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leading features of which cannot be seriously challenged. 
In the first place, much better use might be made of the 
Statistical Abstract of the Board of Trade. The latest 
review covers in detail the period from 1909 to 1923. 
It recalls the advantage of the long view in the considera- 
tion of public debt within the Empire. Its remarkable 
growth is undeniable. British India, for example, which 
had public debt of £290 million in 1909, had £613 million 
in 1923; in Australia in the same period it rose from 
£235 million to {905 million; in New Zealand from £75 
million to £222 million ; in South Africa from £106 million 
to £187 million; and in Canada from {£97 million to £579 
million. But sucha record must be read alongside of bank- 
ing and other relevant statistics. Banking capital has 
increased very largely in practically all parts of the Empire, 
if within limits in South Africa. The progress in savings 
bank deposits and other tests of economic strength, apart 
from the ordinary returns of developing industry and 
commerce, has been remarkable. Such statistical matter 
might be very much better related in public debate, and 
made the basis of study and progress in a co-ordinated 
scheme of Imperial finance. Secondly, reference should 
be made to the proceedings of the Imperial Economic 
Conference and the schemes of economic development 
which were discussed in October and November, 1923. On 
that occasion many statements were made which are of 
vital importance to Empire finance, mainly as indicating 
the possibility of sound, revenue-producing investment. In 
their analysis of Imperial markets on that occasion 
British representatives alluded to the importance of 
financial commitments being undertaken in their initial 
stages in such a manner as not to impose undue burden 
on individual States or undertakings. Work might be 
accelerated in all parts of the Empire which would en- 
courage the placing of orders in Great Britain. Illustra- 
tion was found in a hydro-electric and railway programme 
in New Zealand ; additional railways in Australia; and a 
development scheme in India which might enable {£70 
million worth of orders to be placed in the United King- 
dom in a period of five years. Four conditions were 
involved: (a) Agreement as to the character of the 
scheme; (b) the scheme to be assisted must be a scheme 
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the development of which was being anticipated ; (c) the 
schemes should lead to the placing of orders in Great 
Britain; and (d) arrangements should be made between 
the Dominions and the British Government for joint 
responsibility, whether it was aState enterprise or that 
of a public utility company. These suggestions were 
made as a business proposition. Most of the Dominion 
representatives preferred an immediate grant towards 
interest charges on the necessary loans to the guarantee 
of the British Government for loans which they raised 
on the open market under the Trade Facilities Acts. 
A member of the British Government expressed himself 
as hostile to Treasury control in Imperial development ; 
he advised constituent parts of the Empire to steer clear 
of it by balancing local budgets. If they did not balance 
the Treasury would appear upon the scene! The largest 
measure of freedom for individual parts of the Empire is 
desirable; but if the British Government gives either 
grant or guarantee the Treasury has at once its clear 
duty to the taxpayers of this country in appropriate 
review. Eventually, out of all this discussion came the 
promise of the British Government to grant three- 
quarters of the annual interest on loans for schemes of 
public utility character undertaken in the Dominions 
and Protectorates, certain to provide orders in the 
United Kingdom, the total liability of British taxpayers 
being limited to £5 million at the rate of £1 million per 
annum, with the condition that in order to qualify for 
the Imperial contribution the scheme must be accepted 
by the Imperial Government within three years from the 
date of the legislation. Priority was promised to schemes 
involving the earliest placing of orders. These proposals 
were embodied by the Labour Government in their Trade 
Facilities Act (which otherwise continued and extended 
existing legislation) of 1924, and accepted unanimously 
by the House of Commons. 

Thirdly, and bearing upon what has just been dis- 
cussed, the present Imperial Conference and the British 
Government should consider afresh the extent to which 
use has been made of that provision, and the manner 
in which in future public utility schemes within the 
Empire might be similarly encouraged. The decision to 
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discontinue the Trade Facilities Acts has not provoked 
much opposition so far as_ privately-run industry is 
concerned ; but in the last Parliamentary debate it was 
suggested that the scheme might be continued for the 
purposes of Imperial development. If the Chancellor 
of the Exchequer were prepared to entertain the idea 
(which in existing financial conditions is somewhat 
unlikely), he would probably be confronted by the former 
preference of the Dominions for a grant towards interest 
charges rather than a guarantee, which is, of course, 
the central principle of trade facilities legislation. But 
whatever the decision the problem cannot be left in its 
present state. It is closely related to steps which 
other critics have suggested. An eminent banker has 
outlined a method under which artificial barriers within 
the Empire, e.g. exchange hindrances, might be removed. 
In other quarters it has been urged that approved schemes 
for the development of the Empire should have preference 
over investment in foreign loans by rebate of part of the 
income tax payable on income derived from investments 
within the Empire—a very debatable suggestion, with 
what the Treasury would call many repercussions. And 
another school suggest the education of the British 
investor in preference for schemes of Imperial develop- 
ment. He is urged to have less enthusiasm for the foreign 
prospectus. His attention is called to the fact that within 
recent times large sums of British money have been 
invested in foreign promotions in direct competition 
with Empire supplies, which by other financial devices 
(as under the Empire Marketing Board) British taxpayers 
are doing something to encourage. This phase of the 
problem is regarded as most urgent in the staple raw 
materials on which we depend. And, finally, it is proposed 
than an Empire Development Board and Fund should 
be established, to examine schemes of a productive and 
remunerative character, to get rid of the speculation of 
mere company promotion, to replace much of the 
haphazard and unorganized finance of the past by a 
co-ordinated scheme or system which would invite the 
British people to give definite Imperial direction to a sub- 
stantial portion of their annual savings and their general 
credit. 
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Thomas Coutts, Banker 
By the Hon. Jasper Ridley 


finance, which is one of the prevailing movements 

in the business of to-day, tends to obscure the 
personal responsibility of individuals in the conduct of 
these great undertakings. By those who have knowledge 
of their operations and system of control, it is well under- 
stood that personalities count for as much, or even more, 
as in earlier days, but for the public the activities of 
individual bankers or industrialists are, as a rule, dis- 
guised and screened by a corporate title which, under 
company law, continues the same through changing 
generations of shareholders and directors. 

Conditions in the eighteenth century were vastly 
different. The banks of that day were openly and ob- 
viously made or marred by the operations of individual 
men. You had your banking account with Mr. Jones or 
Mr. Robinson, not with a banking corporation of which 
Mr. Jones or Mr. Robinson was a director. The circum- 
stances of the business world encouraged individual enter- 
prise, rewarded individual success, and punished individual 
failure, more conspicuously than is the case to-day. 

Thomas Coutts is an outstanding example of the great 
influence which a successful man could build up for 
himself in these conditions. 

From 1692 the firm, which was later to be known as 
“Coutts & Co.,’’ was established as goldsmiths and 
bankers in the Strand. The partners at that time were 
George Middleton and John Campbell, and the name of 
“Coutts” first appears in 1754, when James Coutts was 
taken into partnership. The latter took in his younger 
brother, Thomas, in 1761, and from that year until his 
death in 1822, each step in the quickly-rising prosperity 
of the bank can be attributed to the special genius and 
shrewdness of this remarkable man. 

How far English bankers of the seventeenth and 
eighteenth centuries had knowledge of the system which 
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had brought success to the Fuggers and Medicis of earlier 
years in Europe we cannot tell. Banking, that is to say, 
practical everyday banking as distinct from theory, is a 
traditional art which cannot successfully be studied 
except in experience. But it is certain that, to a great 
extent, the same qualities can be traced in all the great 
banking figures which are known to us. Courage, shrewd- 
ness, a wide knowledge of men and affairs outside their 
own immediate circle, patience in its proper place and 
swift and determined action when it is called for, occasion- 
ally the iron hand in a velvet glove—without such features 
in his character no banker has ever been able to build up 
a successful business. Thomas Coutts, in his long reign 
as senior partner of the bank, affords a great example of 
the combination of these qualities. 

Kings and their families, Pretenders and their families, 
statesmen and ecclesiastics, generals and admirals, artists 
and men of letters—the financial affairs of these people 
in the eighteenth century seemed never to be in order. 
Advice and assistance they wanted from someone, and 
they obtained it readily from Thomas Coutts, who steered 
his course from strength to strength by the confidence 
and respect which his wise management inspired. “It is 
an erroneous opinion,” said Lady Hester Stanhope, “that 
a big head always denotes much sense. I knew a countess 
who put her husband to the blush by her ignorance 
every day of her life. Her head was enormous. Now there 
was Mr. Coutts. He hada small head, but what a memory, 
what sharpness and intelligence !”’ 

It was no mean feat, in a time of bitter party feeling, 
to maintain the position of financial adviser to Charles 
James Fox, as weil as to William Pitt, to the exiled 
Stuarts, as well as to the reigning Hanoverians. The 
political vagaries of his son-in-law, Sir Francis Burdett, 
did nothing to smooth his relations with George III, 
but how well he was nevertheless trusted in that quarter 
is shown by his successful mediation on behalf of the 
Cardinal of York, the titular Henry IX, and last male of 
the House of Stuart. In 1799, when the Cardinal, who 
had formerly lived in princely fashion at Frascati, was 
completely ruined owing to the French capture of Rome, 
the grant of a pension of £4,000 a year from George III 
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was arranged for and paid through Thomas Coutts, 
who showed himself an accomplished diplomat in the 
negotiations. 

The House of Fugger, it is said, was crippled owing 
to the rashness with which it financed the policy of 
Charles V and Philip II. Coutts, in his sphere, was not 
the man to let himself be overawed by respect for State 
or statesmen. He knew very nicely where and how to 
draw the line in helping extravagant princes or politicians 
out of the ditch. The sons of George III, whose financial 
follies were not inconspicuous even in those days, found 
him helpful but firm. The Duke of Wellington had such 
a wholesome respect for him that it is said that he paid 
in coin an artist who had painted his portrait, because 
he did not wish Mr. Coutts to know what a fool he had 
made of himself. 

Charles James Fox was an easy borrower, but he 
knew that his banker was not to be trifled with. “‘ Having 
been out all day,’ he writes on September 19, 1787, 
‘“T have but this moment received your letter of the 17th, 
and the post is going out so immediately that I have but 
just time to acknowledge the receipt of it, and to assure 
you that I will send the bond properly filled up and 
executed by to-morrow’s post. I am extremely sorry 
that my dilatoriness should have occasioned you a 
moment’s uneasiness, but my hurry to go to Bulstrode 
made me omit it the day I saw you, and I have since been 
moving from place to place and postponed it merely 
from my usual want of exactness, for which I beg you a 
thousand pardons.” Fox was no respecter of persons, 
and this is surely one of the politest letters of his career. 

At the time that Sir Francis Burdett’s politics were 
getting his father-in-law into trouble with some of Pitt’s 
ministers, several important public accounts were removed 
from his care, and this slight set-back in his affairs 
afforded Coutts a good opportunity for displaying his 
combined qualities of courage and skill. “I cannot 
help Sir Francis being my son-in-law,”’ he writes to Pitt, 
“and though in other matters I have found him an 
honourable and sensible man, it is well known to all my 
friends I never approved of his public proceedings. . .” 
and at the end of the same letter: “I do not intend to 
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vote myself (for Sir Francis), but I could not oppose Sir 
Francis, or avoid thanking those who came to me offering 
to vote for him.” This way of tackling the matter 
impressed Pitt, who, as appears from a subsequent note 
of his own, was highly concerned to hear of the manner 
in which Coutts had been treated by an over-zealous 
minister, and, though he may not have found it possible 
to reverse the action that had been taken, his disapproval 
was manifest. Coutts’s outspoken and reasonable conten- 
tion was, in effect, sufficient to prevent any spread of 
what might have been an uncomfortable episode for his 
business. He was subtle enough to appreciate the fact 
that Governments in need of public loans, and statesmen 
in need of private overdrafts, should be treated with a 
mixture of cajolery and firmness. It was not a new 
discovery, but it was an age-long practice at which 
Coutts has had no superior. And it must be remembered 
that the Napoleonic Wars made heavy demands on the skill 
and patience of the bankers of the day. The difficulties 
of the Treasury had their repercussion on the extent 
to which accommodation could be afforded to individuals. 
Thus, in December, 1796, Coutts writes to Pitt : ““ Having 
written very earnestly to Mr. Rose on the subject of 
bills to a considerable amount drawn on me by Sir 
Gilbert Eliot—on the faith of his salary, without my 
being able to ascertain any certain time for the payment, 
I think it a duty I owe Sir Gilbert (though I am unwilling 
to trouble you at this time) to write to you on the subject 
before I allow his bills to be protested and returned. 
It would give me much pleasure to prevent a measure 
so unpleasant in its consequences, but I really can advance 
no more money; so that, unless the Treasury can order 
payment of his warrant for £10,000, I see no remedy. 
I hope you will have the goodness to give it your atten- 
tion.”’ A sharp request to an English Prime Minister, 
but Coutts was not the man to mince words. 

Indeed, his personality, and the extent to which it 
was brought into play in developing and consolidating 
his business is illustrated time and again in the corre- 
spondence which is in the possession of Messrs. Coutts & 
Co. He appears as a man who left no “ragged ends” 
in his affairs, but who, nevertheless, was not a stickler 
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for exact precedent or procedure. He had a judgment 
which he trusted and exercised in order to discriminate 
between cases which, superficially similar, yet demanded 
and received different treatment. Above all, he carried 
in his own capable head the many threads of his business, 
and by the breadth of his knowledge appreciated precisely 
how to put the proper value on what, in the vulgar 
language of to-day, are called “‘connectional accounts.”’ 
It would probably do us good in this twentieth century, 
when banking law and practice have become so encrusted 
with precedents and the snares of company law, to see 
that clear head disentangle the threads of a complicated 
security. The problems he had to face in his own day 
were no doubt less tortuous than ours; but, from the mere 
fact that they were governed by less crystallized rules 
of law, they demanded perhaps a wider judgment 
and a firmer courage than are demanded from our 
contemporaries. 

Of his private life and the affairs of his family much 
has been written, and his marriages, firstly with Susannah 
Starkie, and secondly with Harriet Mellon (afterwards 
Duchess of St. Albans) were the subjects of not a little cheap 
versification at the time. For Coutts, although he was not 
a public man in our sense of the word, was, nevertheless, 
owing to his great position as a banker of strong person- 
ality; a public character. In an age which delighted in 
lampoon and caricature, his was a figure which caught 
the attention of the producers of cheap wit and satire. 

His elder brother, James, had aspired to enter Parlia- 
ment, but Thomas was not to be deflected from the path 
he had marked out for himself, and he never allowed any 
outside considerations to interfere with the current of his 
affairs at the bank. Apparently very generous in his 
treatment of his clerks, with whom his relations were 
close and personal, he had little sympathy with people 
who were incapable of concentrating on their job, and he 
was intolerant of stupidity in any of its forms. He man- 
aged his affairs in his own way, and it may be doubted 
if he would ever have made a good “‘committee” man; 
certainly, if committees had been the fashicn they are 
to-day, he would have been the active spirit which 
initiates, not the passive one which follows. 
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A Banker’s Diary 


Mid-September to Mid-October 


In an effort to coax gold and silver from personal hoards, 
a law came into effect on August 7 last exempting 
the Bank of France from the prohibition 
_ Bank of against purchases of French national coin 
— at a premium. The Bank began to take 
Purchases ®¢vantage of the privilege as from Septem- 
ber 27. For several days gold and silver 
were sold to the Bank at rates of Fr. 19.75 and 59 cen- 
times respectively per fine gramme. On October II, 
however, the Bank suspended silver purchases and lowered 
the price of gold to Fr. 19.55, equivalent to an exchange 
rate of about Fr. 143 to the £. According to the return 
of October 14 the Bank had issued notes to the extent of 
Fr. 498 millions in exchange for gold and silver bought, 
but the quantities under each head were not separately 
stated. These notes do not fall within the maximum 
issue permissible by law. 


THE agreement of June 11, 1926, between the Government 
and the Norges Bank was designed to ‘‘strengthen the 
. capability of the bank to exercise a con- 
yo trolling influence on the rate of exchange, 
and to prevent harmful fluctuations,”’ and 
as a result of the Bank’s operations under this arrange- 
ment the Norwegian krone remained steady until recently 
at about 22.20 to the £. So heavy became the demands on 
the bank to furnish local currency in exchange for 
sterling, however, that on October 13 further purchases 
at this rate were suspended. The new official rate was 
fixed at Kr. 21, but the krone appreciated to a figure 
substantially below this, and on October 19 stood at 
about 19.83. The Norwegian wholesale price index 
for September, taking the average for 1913 as 100, 
was 193, or about 28 per cent. above the level of 
British prices. 
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On October 16 were announced the terms of a merger 
between two New York City banking institutions, the 
: Irving Bank and Trust Company and the 
aso American Exchange-Pacific National Bank. 
hindiaemiatini The Irving Bank was founded in 1851, and 
its largest preceding amalgamation was with 
the Columbia Trust Company in 1923. Recently it 
absorbed the National Butchers and Drovers Bank, a 
comparatively small institution dating from 1830. The 
American Exchange Bank was established in 1838, and 
combined with the Pacific National Bank in 1925. The 
Irving Bank and Trust Company had deposits on 
August 28 last of $385 millions, and the Exchange- 
Pacific on the same date $137 millions. It is estimated 
that the combined bank will have resources of well over 
$700 millions, placing it third on the list of American 
banks in order of size. It will take the name ‘“ American 
Exchange Irving Trust Company.” 


On September 21 the executive of the Miners’ Federation 
sent to the Prime Minister a letter repeating adherence 


to the principle of a national agreement 
——— and rejecting the Government’s proposals 
a i. for district settlements with the right of 


Coal Dispute ; : : 
appeal in certain cases to a national 


arbitration tribunal. New proposals by the miners were 
rejected by the Government, and on October 1 the 
delegate conference of the Federation decided to refer the 
Government’s scheme to the districts. The complete vote, 
the results of which were announced on October 7, was 
most emphatically adverse, the comparatively small 
Leicestershire district recording the only favourable 
verdict. Accordingly the delegate conference on the same 
day decided, among other things, to call out all safety men 
from the mines, to urge an embargo on foreign coal, and 
to order a cessation of outcrop working. This policy was 
endorsed by the districts in decisions conveyed to the 
executive on October 14. Detailed plans were drawn up 
for the fulfilment of this programme, but the unions to 
which most of the safety men belong recently reaffirmed 
their decision to remain at work. On October 15 the 
number of men working in the mines was approximately 
237,000, as compared with a total of about 1,100,000 
normally employed. 
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DESPITE industrial difficulties the issue and absorption 
of new capital proceeds apace. The total of new money 
.. , raised in September, according to statistics 
go ag compiled by the Midland Bank, was nearly 
£16 millions, by far the highest figure for 
that month since 1920. The nine months’ total was £176 
millions, as compared with £145 millions in the corre- 
sponding period of 1925. Of this total £94 millions 
(cf. £964 millions) was for home purposes and {£82 
millions (cf. £48} millions) for abroad. Of the New South 
Wales 5 per cent. loan of £4 millions at 97, 85 per cent. 
was left with the underwriters, who also had to take up 
considerable quantities of home corporation issues. The 
{2 millions of 6 per cent. Hamburg stock at 93} and the 
£6 millions of Tokyo 5 per cent. stock at 834 were over- 
subscribed. A variety of industrial and commercial 
issues put out in September and October, including 
an exceptionally large rubber offering of shares and 
debentures, were readily taken up. 


On October I a reduction in the Bank of Estonta’s dis- 
count rate on short-term bills by 2 to 8 per cent. became 
effective. The Bank of Japan reduced its 
Benny discount rate as from October 4 from 2 sen 
to 14 sen per 100 yen per day, that is, from 

7°3 to 6°57 per cent. per annum. 


The New Turkish Notes 


ARDENT Turkish republicans have long been offended 
by the notes at present in circulation in their country, 
for these notes are still embellished with the Imperial 
Tugrah. Most of them are also extremely dirty and 
faded, and are only held together by a profuse application 
of gum or stamp-paper. The Government have, there- 
fore, decided to issue new notes which will bear the 
signature of the Minister of Finance in the present 
Cabinet, Abdul Halik Bey, instead of that of Hussein 
Jahid Bey, a former representative of the Turkish Bond- 
holders on the Council of the Ottoman Debt, who was 
recently pardoned after being sentenced to life-long exile 
at Chorum. A worse fate befell another signatory, Javid 
Bey, who was hanged for high treason a few weeks ago. 
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Bankers versus Bishops 


A Plea for the Preservation of the 
City Churches 


By Sir Edwin Lutyens, R.A., and 
C. H. Reilly, F.R.I.B.A. 


HIS strange contrast is suggested by the fact that 
our chief banks in the City of London are sur- 
rounded and interpenetrated by the churches 

which the Bishop of London and his committee wish 
to destroy. Those who know Wall Street and its purlieus 
must be impressed with the superior amenities, to use a 
common phrase, which the money market of London 
possesses over that of New York. It is not only that the 
buildings are of a reasonable height with us, but that the 
streets of the City have not the same grim and determined 
appearance. However magnificently our banks rebuild 
themselves, the range of their palaces are still punctuated 
here and there by the quiet and reserved dignity of the 
City churches. These give an air to the streets which is 
very distinctive and peculiarly our own. Apart altogether 
from whether or not our financial magnates often visit 
their interiors to meditate on their deeds in the light of 
eternity, they cannot help but be glad, consciously or 
subconsciously, that their daily work is carried on in a 
quarter of the town which still has some links, and very 
beautiful ones, with the more humane side of life. There 
are, indeed, two churches near Wall Street, but they are 
swamped into insignificance by their surroundings. The 
City of London has nearly two score churches, mostly 
by the greatest architect of our race. They are not in the 
main Gothic churches, like Trinity Church, New York, 
nor great classical temples like the Madeleine in Paris, 
but very lovable structures in a style not too remote 
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from human habi- 
tations or even 
from banks, yet 
sufficiently so to 
mark a _ contrast 
while still inviting 
sympathy. They 
stand there re- 
trieving, by their 
very existence and 
by their gracious 
appearance, the 
City from a mono- 
tony of commer- 
cial architecture as 
well as from a 
monotony of com- 
mercial views. 
Consciously or un- 
consciously, all 
who use the City 
benefit by their 
presence. 

Under the 
Bishop of Lon- 
don’s scheme 
nearly half of these 
churches are 
threatened with 
extinction or muti- 
lation, and when 
that half has gone 
the remainder will 
be in a like pre- 
dicament. The 
excuse is that the 
suburbs need new 
churches and the 
City new banks. 
The City can look 
after itself, and if 
the suburbs really 
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want new chur- 
ches, they will 
provide them 
themselves, and in 
the process bene- 
fit their souls. The 
church that is given 
is of little value 
compared with 
the church that is 
made. Let the 
bankers, therefore, 
say to the Bishop, 
“Stop, these build- 
ings interest us. 
They are of value 
to us in our daily 
work, quite apart 
from the number 
of times we enter 
them. They help 
to maintain the 
character of our 
changing sur- 
roundings. They 
make the City in 
which we work 
lovable and hu- 
mane. Without 
them the City 
would be the 
poorer and your 
suburbs not really 
the richer. Pull 
them down and we 
shall not subscribe 
to your new chur- 
ches, with this 
proof that what is 
built for God may 
be disported for 
the greed of man. 
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You may sell old faiths but you cannot recreate them.” A 
reply of this kind coming from the heads of the City would 
be irresistible. The Bishop’s mechanical way of measuring 
the value of these buildings by the number of persons 
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who perform a definite rite within them, without taking 
notice of the hourly influence of the buildings themselves 
on all who pass, or see them during their daily work, 
would be definitely answered. It is one thing for the 
connoisseurs to say that these buildings should be 
preserved as unique specimens of architecture. They 
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may continue saying it as the Ephesians of old and the 
Bishop will take no notice. It is quite another for the 
bankers who work in their presence to assert that these 
buildings are part of their daily lives, of the atmosphere 
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that they breathe, that their presence gives dignity 
and character to all their surroundings, and that these 
things being so, they will resist to the utmost their 
removal. If they said this clearly and emphatically the 
churches would be safe, and all the world would be their 
debtors in yet another sense. 
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An Eminent Banker on Banking” 


‘Des publication of this book is an important 
event, on several distinct grounds. In the first 
place it is the first complete presentation of the 
working of the British banking system by one who 
occupies a position of great responsibility and dignity in 
that system, and who is at the same time the master of 
a lucid and easy style. The chairman of the senior 
London Joint Stock Bank is more than adequately 
qualified for continuing the tradition set by the greatest 
of British bank managers, J. W. Gilbart, of expounding 
the “Logic of Banking” in his time and generation. 
Secondly, Dr. Leaf has added the weight of his 
authority to the “unfashionable” view of the powers of 
commercial bankers. In other words, he refuses to 
subscribe to the doctrine, now taught in practically every 
British university to successive generations of students 
of banking, a doctrine held by the majority of City 
editors, and, it would seem, by not a few bank authorities 
as well, that the power of banks to lend is not derived 
from the deposits with which the public entrusts them, 
but, on the contrary, that the deposits of the Joint Stock 
Banks flow from the loans they themselves have granted. 
The fashionable view acquires much of its attractive- 
ness from the fact that it is undoubtedly true that when 
a banker grants a loan, it is credited to the customer’s 
account. From this purely formal aspect it is assumed 
that every fresh loan must lead to a net increase in the 
volume of deposits, and that, therefore, “‘loans make 
deposits.”” But loans do not make additional deposits 
when a new loan merely replaces one which is being paid 
off, and even if all loans now appear somewhere among 
the deposits of banks as well as among their assets, this 
does not prove that banks ever “created”’ anything. 
The total of the loans made may still be within the limits 
of the deposits originally lodged, plus the net sums 
represented by paid-up capital and reserves. To prove 
that the Joint Stock Banks can make something out of 
nothing by means of book-keeping is a very hazardous 
undertaking. Banks with the power of the printing-press 
behind them can make loans above and beyond the 
original sums deposited with them, but this is a special 
case. Dr. Leaf has done good service by questioning the 
fashionable doctrine of the nature of bank deposits. 


* Banking. By Walter Leaf, Litt.D., D.Lit., Chairman of the Westminster 
sank, Ltd. The Home University Library. Williams and Norgate, Ltd. 2s. net. 
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Dr. Leaf, on the other hand, appears to subscribe to 
another fashionable doctrine for which there would seem 
to be no foundation. ‘“‘It is largely by the issue or with- 
drawal of its Treasury Bills,’’ remarks the author, “that 
the Government controls the market and carries out its 
policy of inflation and deflation” (p. 205). ‘‘ The tenders 
for Treasury Bills form the machinery by which the 
Government policy of inflation or deflation now controls 
the market” (p. 207). 

There is one sense in which this doctrine is undoubtedly 
true, in so far as Treasury Bills were and are held in the 
Currency Note Account, and a series of Budget surpluses 
enables Treasury notes to be cancelled, and with them 
the Treasury Bills “‘issued”’ to the Currency Note Depart- 
ment, there will be érue deflation; just as, on the con- 
trary, an increase in the holdings of Treasury Bills by the 
Currency Note Department, accompanied by an increase 
in the notes issued, means true inflation. But, unless 
Dr. Leaf is using “inflation” and “deflation” in the 
sentences quoted above in a special sense, it is not true 
that a reduction in the volume of Treasury Bills held by 
the market means deflation, or an increase, inflation. 
When Treasury Bills are paid off out of the proceeds of 
taxation, the banks exchange a. short-dated maturity 
for cash: when the Government borrows more against 
Treasury Bills, the banks exchange cash or other invest- 
ments for short-dated Government maturities. There is 
in neither case inflation or deflation, although it is perfectly 
true that if the Government borrows more in any given 
week on treasuries ite gives an upward jerk to money 
rates, and if it pays off on balances, it gives a downward 
jerk to money rates. But the effect of additional Govern- 
mental borrowing or decreased Governmental borrowing 
on money market rates is precisely the same as the effect 
of additional or reduced borrowing by anyone else; 
neither the fact that it is the Government which borrows, 
nor the fact that Treasury Bills happen to be the security 
offered, seems to the present writer to make the slightest 
difference, so far as inflation or deflation are concerned, 
unless, indeed, it is accompanied by an increase or 
decrease in the aggregate money resources of the com- 
munity through the use of the printing-press. 

The third point which makes Dr. Leaf’s book so 
valuable is that he is not content merely to repeat the 
usual “‘ facts ’’ which most writers take from each other’s 
books, but does really add to our knowledge of the 
working of the post-war banking system. He does 
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something—one hopes that one day, when he has more 
leisure and less official responsibility, he will do even more 
—to lift the veil which at present hides so much of what 
is vital to an understanding of what has been happening 
in the last ten years. I select, among the points upon 
which Dr. Leaf has thrown new light, the following :— 

(a) The fact that the minimum lending rate to bill 
brokers is now fixed by the banks “ in order to meet the 
views of the Bank of England and assist it in keeping 
command of the market.’ (p. 219) ; 

(6) The fact that the ration of cash to liabilities, 
as it stands at present, is a matter upon which the banks 
have formally consulted each other. ‘‘ The percentage 
. . . Was fixed upon . . . as the sort of thing that the 
public might fairly expect of the banks; it was a matter 
of self respect that the banks should sacrifice so much 
of their profits.” (p. 130) ; 

(c) The importance of the phrase “ other accounts ”’ in 
the omnibus expressions “current, deposit and other ac- 
counts’’ and “advances to customers and other accounts”’ ; 

(d) Fresh information is given as to the terms upon 
which some of the banks subscribed to War Loans during 
the war (p. 144) and upon the relations between the banks 
and the Government in the period of deflation. ‘‘ The 
banks were approached and received an intimation that 
the Government had adopted a policy of deflation, and 
the banks were invited to support it by curtailing their 
credit facilities.’’ (pp. 173-4); 

(e) The curious consequences which have followed 
from the sanctioning of local loans by the Ministry of 
Health. ‘“‘ The bank which keeps the account of the 
municipal authority is not in any way consulted; notice 
is given that the loan is to receive the sanction of the 
Ministry, and when that sanction comes the bank has 
no choice but to make the advance or to see the account 
transferred to another bank.”’ (p. 179.) 

The reader will find in this book no complete analysis 
of the current controversies on the subject of the place 
and functions of banking in a modern community; 
though there are enough shrewd asides and comments on 
such subjects as the alleged ‘“‘ Money Trust,’”’ the demand 
for the adoption of German methods of “ industrial ”’ 
banking and the like. Dr. Leaf has been eminently suc- 
cesful in presenting the reader with a picture of British 
banking as it is, in a short compass, and he deserves 
the gratitude of all students of banking for the manner in 
which he has carried out his task. T. E. GREGORY. 
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The Birmingham Municipal 


Bank 
By J. P. Hilton 


General Manager of the Birmingham Municipal Bank 


ie 1916 the Birmingham Corporation, at the instigation 
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of the then Lord Mayor (Alderman Neville Chamber- 

lain), decided to put before Parliament proposals for 
the establishment of a municipal bank. The idea arose 
out of a meeting convened to discuss after-war problems, 
so far as the city might be affected, one of these problems 
being how the citizens could be helped to tide over a 
period of depression which it was thought might occur 
after the termination of the war. The Lord Mayor felt 
strongly that if the. workers could be induced by some 
attractive scheme to save a portion of their earnings while 
wages were good and employment plentiful, it would be a 
very wise provision to make. The Government were 
impressed with the idea, and accordingly framed a Bill 
which was in due course presented to Parliament, only 
to be “talked out.’ Despite this rebuff, Birmingham 
continued to apply pressure on the Government, with the 
result that the Municipal Savings Banks (War Loan 
Investment) Act, 1916, was passed, enabling a local 
authority with a population of not less than 250,000 to 
set up such a bank. The Act was intituled “to facilitate 
the investment of savings in securities issued for the 
purpose of the present war,” and provided for receiving 
deposits at interest from employed persons through the 
medium of the employer, but restricted its operations to 
a period of three months after the termination of the war. 
Birmingham was the only local authority to take advan- 
tage of this Act, and set up what was known as the 
Birmingham Corporation Savings Bank. The method 
of saving was by coupons of various denominations, 
purchased by the employer from his own bank and paid 
to the employees at their request as part wages, or pur- 
chased by the employees from the employer. In formulat- 
ing the scheme, the managers of the two largest banks in 
Birmingham, viz., Lloyds Bank and the Midland Bank, 
were consulted, and much valuable advice was given by 


these gentlemen. 
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The experiment, in the opinion of the Birmingham 
Corporation, proved that there was a need in the city for 
some such organization, and with the signing of the 
Armistice, the Corporation had to decide whether to 
allow the bank to be wound-up and repay the deposits, 
or whether to take steps to secure the continuance of 
the bank or set up something in its place. There were 
enrolled at that time over 30,000 depositors, with accu- 
mulated deposits totalling £350,000. The Corporation 
came to the conclusion that it would be a mistake to 
allow the bank to go out of existence, and accordingly 
clauses were embodied in a private Bill, which the Cor- 
poration were promoting, to establish as a permanency 
a municipal bank. The proposals met with a favourable 
reception, and the necessary authority was given by the 
Birmingham Corporation Act, I919. The depositors 
in the temporary bank were allowed the option of either 
withdrawing their money or transferring it to the new 
bank ; and it was then clearly indicated that the depositors 
had every confidence in the bank, and that they wished 
it tocontinue. Out of the £350,000 accumulated deposits, 
no less than {£325,000 were transferred. At this time the 
Corporation decided to abandon the practice of saving 
through the employer by means of coupons, and to allow 
the citizens to make their deposits in cash in the ordinary 
way. This decision was a very wise one. The people 
showed signs of tiring of “licking stamps,’’ as the coupons 
were commonly referred to; and one can say, with equal 
truth, that those who had to handle these gummed 
coupons were not sorry to see the end of them, and an 
end of their worries in searching for lost coupons—only 
to find them stuck at the back of a drawer ! 

The Act of 1919 authorizes the Corporation to main- 
tain a savings bank and to establish a Housing Depart- 
ment for the purpose of making advances upon the 
security of freehold or leasehold estate, so that the 
municipal bank may be described as a combination of a 
savings bank and a building society. It accepts deposits 
at interest and provides for withdrawals, and advances 
money to enable depositors to purchase the house they 
live in or desire to live in, but it does not make advances 
for the purpose of investments in house property. The 
Corporation regard it as essential that the widest facilities 
should be provided for deposits, and equally so, that the 
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fullest opportunities should be afforded for withdrawals, 
consequently branch banks have been established in 
different parts of the city. Opinions may differ as to the 
necessity for municipal banks, but an institution which 
has a yearly record in transactions of over 1} millions, 
and which maintains thirty-six branches, demonstrates 
not only the need for such a bank in Birmingham, but 
proves that the Corporation rightly anticipated the 
wishes of the people. If the people do not want municipal 
banks they will not support them. 

The success of the Birmingham Municipal Bank can 
be judged from its figures, and the following information 
indicates, at least, a remarkable development in the short 
space of seven years : 


Number of open accounts ; ve - -»  208,g00 


Accumulated balances due to de positors os re £7,000,000 
Number of mortgages granted =e a oa 2. 5,600 
Amount advanced on mortgage i ss - £1,856,000 
Number of mortgages repaid .. és 1,170 


Amounts repaid by instalments, or on n discharge of mort- 
gages 

For many years the Birmingham Education Committee 
have conducted a schools savings bank in their elemen- 
tary schools, and this has been brought into close associa- 
tion with the municipal bank. The Corporation regard 
it as of importance to secure a continuity of the practice 
of saving taught in the schools, and that continuity is 
secured through the municipal bank. 

Following upon the practice of savings banks in other 
parts of the country, the municipal bank introduced the 
“Home Safe’? as a means of encouraging workers and 
their children to save odd coppers, and as a convenience 
to people living some distance from a branch of the bank ; 
but unlike most other organizations, the Birmingham 
Corporation refused to accept a foreign made safe. A 
local firm was persuaded to put down the necessary plant 
to manufacture home safes, with the result that those 
used by this bank are a Birmingham production, and in 
strength and effectiveness second to none. Since our 
action, several other savings banks have followed the 
practice of having a British-made article. Quite recently 
one of the large joint stock banks have introduced home 
safes similar to those in use in America, and from the 
Press reports it might be thought this was a new idca. 


£562,000 
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For a joint stock bank it may be, but it is a very old 
custom with savings banks. Imitation is the sincerest 
form of flattery ! 

It is not, however, in respect of deposits, withdrawals, 
and advances purely, that the value of the bank to 
Birmingham citizens should be assessed. It confers a 
great public service by placing its counters at the disposal 
of ratepayers for the payment of rates, water, gas, and 
electricity accounts. Any ratepayer can walk into a 
branch of the bank and pay his Corporation demands, 
such payments being ultimately passed on by the bank 
to the respective departments. This is a boon to the 
ratepayer—it saves him expense and inconvenience— 
while it also enables the departments concerned to effect 
economies in cost of collection. It may be asked how this 
can be effected. The answer is that the bank is open on 
Saturday and Monday evenings—-a very necessary require- 
ment if the convenience of the workers is to be considered 
—and these two days are responsible for 75 per cent. of 
the transactions of the bank. It, therefore, follows that a 
staff necessary to meet that demand becomes under- 
employed during mid-weeks, and can be utilized to the 
advantage of all concerned in rendering this service to 
the municipality. Birmingham, in this respect, has 
taken a step forward towards economic civic administra- 
tion, a step which all who have to meet the unpleasant 
demands of a rate collector will appreciate. 

Birmingham stands alone in this new civic venture of 
a municipal bank, although a few so-called municipal 
banks have been set up in Scotland. As a result of its 
prominence in this matter, it is becoming a kind of 
‘““Mecca.’’ Deputations from other towns, and even 
foreign and colonial deputations, are frequent, while the 
post-bag invariably contains an inquiry from another 
district. It is said that Birmingham is envied in this 
matter. But why should it stand alone? If the bank is 
a good thing for the people of Birmingham, it is difficult 
to see why a similar bank would not be an equally good 
thing for another town. Certain other local authorities 
have endeavoured to secure Parliamentary powers similar 
to those enjoyed by Birmingham, but have been un- 
successful, although no clear statement as to the ground 
of the refused sanction has been given. The outcome of 
this continued opposition is engendering a feeling in the 
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country which may do much harm, and it is gradually 
driving the question of municipal banks into the vortex 
of politics. This will be, in my judgment, a serious 
mistake. The question of municipal banks should not be 
allowed to become a political party question ; it is common 
to the whole community, and should be regarded as such. 

It may be urged that joint stock banks exist in 
abundance to cope with this matter, but can it be said 
that they have succeeded in attracting workers to any 
appreciable extent ? Anyone with experience of workers’ 
organizations must realize that there is a —— 
body opposed to using a joint stock bank as a savings 
medium, and whether one agrees or disagrees with that 
opposition, it can be assumed that reasons exist for the 
views. While I do not suggest that the opposition to 
municipal banks is being fostered by those interested in 
joint stock banks, there does appear from time to time 
ill-informed criticism and misrepresentation. The princi- 
pal objections appear to be in respect of the rate of interest 
allowed on deposits, and a fear that money will be used 
unwisely by the municipality. The rate of interest paid, 
so far as Birmingham is concerned, is a matter for the 
Corporation to deal with, and I do not think they are likely 
to deal with it on other than safe lines. Any fear of bulk 
withdrawals from joint stock banks is largely discounted by 
the regulation which limits the amount of deposits to £500 
in any one year. The working of a municipal bank must 
be governed by regulations, and so long as such banks are 
worked on the lines of the Birmingham bank, and under 
similar regulations, I do not think there is any cause for fear. 

The Right Hon. Neville Chamberlain (now Minister 
of Health), in opening the new head offices of the bank 
in July, 1925, expressed the view that by accumulating 
the savings of the poorer sections of the community it 
was possible to forge an instrument capable of great 
things, and that all those who were connected with the 
finances of a local authority knew that great as were 
the resources, they were not illimitable; therefore, in 
his opinion, anything that could harness the multitude 
to the financial car was going to add very materially to 
the resources of the town, and in that respect he regarded 
the municipal bank as a potent means of harnessing the 
savings of the working classes and utilizing them for the 
benefit of the community. 
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Birmingham has always recognized the necessity 
for having available a sufficient “‘floating’’ sum to meet 
withdrawals, but experience has proved that, with the 
exception of holiday periods, such as July and Christmas, 
the amount deposited has exceeded the amount with- 
drawn. Moneys, over and above the “floating” balance 
and sums advanced for puchase of houses, are placed with 
the Corporation at call, in accordance with the regulations, 
and the Corporation invests at least half of that money 
in trustee securities which are readily marketable, while 
the rest is used for the general requirements of the city. 

Looked at from an unbiased point of view, municipal 
banks can be made beneficent institutions. They should 
be regarded as complementary, and not alternative, to 
joint stock banks. This view is supported in a recent 
issue of the ‘Financial News,’’ which definitely records 
a firm belief that “there is room for municipal savings 
banks that will encourage thrift, and will give some help 
to the Corporation by providing floating capital.’’ One 
should not lose sight of the fact that by encouraging 
large numbers of people to build up financial resources 
of their own, on which they can fall back in times of 
adversity, and by encouraging individual house owner- 
ship, one is contributing to the strength and stability 
of the nation. In the past there have been, and may still 
be found, organizations of a doubtful and undesirable 
character dealing with people’s savings. The elimination 
of such organizations, which often bring hardship and 
suffering to those vitally concerned, should be welcomed, 
and in this direction a municipal bank, guaranteed by 
the local authority to repay deposits in full, can materially 
help. 
By teaching habits of thrift and fostering a spirit 
of independence,: the Birmingham Municipal Bank is 
doing a great work, and is able to see results from its 
labours. It is known that depositors have, for the first 
time in their lives, been able to enjoy a seaside holiday ; 
it is noticed that depositors have changed their place of 
residence from a district not so desirable to one more 
pleasantly situated; it is found that homes are better 
furnished, and people better clothed, as a result of 
practising the saving habit. The doctrine preached in 
Birmingham for the last seven years of saving in order to 
spend wisely, has not been preached in vain. 
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Banking in America 
By Our American Correspondent 


Branch Banking Fight to be Renewed.—When Congress 
reassembles early in December there will be a renewal 
of the efforts to pass legislation authorizing the esta- 
blishment of branches of National banks. Previous 
efforts made in recent years to pass such a law have 
failed. At present the controversy does not concern 
itself so much with branch banking per se as with the 
holding of branch banking, as applied to State banks, 
within present limits. Grave doubts exist as to whether 
or not this can be done. As previously pointed out, 
Congress can exercise no control over branch banking 
by State banks, except to the extent that the latter may 
be members of the Federal Reserve System. The 
number of State banks belonging to the Federal Reserve 
System is not great, and if the State banks already 
members are restricted in the establishment of branches, 
they may withdraw from membership rather than 
surrender their privilege with respect of establishing 
additional branches. 

Opponents of branch banking regard the present 
controversy as but the first skirmish in a great battle 
of those who favour branches and those who would uphold 
the existing system of independent banks. Those who 
are advocating the pending legislation, which would 
authorize branch banking by National banks under 
certain restrictions, claim that the bill in question would, 
in practice, tend to discourage the further extension of 
branch banking by the State banks. 

Only in recent years has branch banking been regarded 
from other than a purely academic standpoint. Seemingly, 
both the bankers and people of the country generally 
were quite well satisfied with what is customarily called 
“ our independent banking system.”” Though admittedly 
having several defects, these were considered as being 
counterbalanced by advantages claimed to be inherent 
in the system. But in a number of States different 
views prevailed, and rather quietly the State banks 
secured the privilege of establishing branches. As the 
National banks had quite limited powers in this respect, 
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they suddenly awoke to the fact that, especially in some 
of the larger cities, they were being subjected to a com- 
petition upon the part of the State banks which they were 
unable to meet. Naturally, they sought relief from Con- 
gress, and a bill was introduced providing for a qualified 
form of branch banking by National banks. This measure 
has been up before several sessions of Congress, but has 
thus far failed to secure the approval of both Houses. 
It is almost certain to come up again when Congress 
meets in December. Predictions as to its fate are 
purely speculative. If passed it will mark a most 
important departure in American banking. 

Armoured Cars as Protectors of Bank Funds and 
Securities —The ordinary risks to which banking is 
subject have been increased in this country of late 
vears to a very marked extent by the operations of 
bandits. Raids on banks have grown so frequent as 
to lead the bankers in some localities to take concerted 
action for the protection of money and securities. It 
is now a common sight, also, in the larger cities, to 
see armoured cars moving through the streets carrying 
money and securities from place to place. 

In hardly any country in the world do the banks 
employ such costly and elaborate methods of protecting 
their property; but, notwithstanding this extraordinary 
care, bank robberies are more common in America than 
in most other countries. One often sees, in Europe, the 
payment of cheques across ordinary counters, unpro- 
tected by the elaborate steel cages which separate the 
teller of the American bank from the person with whom 
he deals. It has been regarded as quite an innovation 
to introduce this practice here, as has been done recently 
by a few banks. The money which the teller needs can 
be kept out of sight and out of the reach of those in front 
of the counter, without the use of the heavy steel cages 
heretofore considered an indispensable adjunct of safe 
banking, but which have always been a source of irritation 
between bank tellers and the bank’s customers. Euro- 
pean banks generally seem to have understood long 
before American banks did that it was unnecessary to 
put up these barriers between the tellers and the public. 

Defences against the bandit’s operations are not 
easily found, though many new devices aimed to furnish 
such protection have been installed in American banks. 
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But the bank robbers seem to be equally enterprising, 
and generally manage to circumvent these defences. 
It is true, however, that money and securities are much 
safer in the bank’s hands than when left at home, at the 
store or office, where the means of protection are much 
inferior to those provided by the banks. At all hours of 
the day, in the principal cities, the banks of America are 
under the care of alert watchmen, who are usually mem- 
bers of the local police force. But it has not infrequently 
happened that banks have been robbed in broad daylight, 
and during business hours. The bandits have evidently 
counted for success on the very boldness of their attempts 
—and in some cases not without reason. 

Defeating Financial Co-operation Between the United 
States and Europe.—In the work of European reconstruc- 
tion one of the most promising developments lies in the 
direction of financial co-operation between the United 
States of America and various countries in Europe. 
Naturally, it would seem that this co-operation would 
find its most logical point of contact between New York 
and London. Actually a great deal has been done already 
between New York and Berlin, as well as with Vienna. 
But the time must come when New York and London 
will have to work more closely together in making invest- 
ments in the various countries of the European continent. 
The experience of London, joined with American capital, 
promises the most satisfactory means of making American 
investments in Europe. As yet the details of making 
this junction have not been worked out; but an organiza- 
tion may be expected to spring into being as the necessity 
for it becomes more fully recognized. In the end, such 
co-operation is inevitable, though it may be delayed until 
Americans learn by experience the desirability of accept- 
ing a guide in a field with which they are unacquainted. 

It is to be regretted that the advocates of debt can- 
cellation—with the best of intentions—are taking a course 
calculated to hinder this co-operation, and to cast a chill 
over the American investor who contemplates putting 
his capital at risk in European securities. Of far greater 
importance than the matter of Allied debt cancellation 
is the restoration of confidence in European credit. To 
suggest that Governments may completely avoid the 
payment of their debts is to strike credit a fatal blow. 
This important fact has received due recognition in 
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England. It must be understood by other countries if they 
are to have command of the world’s capital again. No 
doubt those who suggest that the Allied debts be wiped 
off the slate honestly believe themselves to be the friends 
of the debtor countries ; but the latter might well exclaim 
“Save us from our friends!’ The losses and hardships 
which any of the debtor countries may incur by a strict 
fulfilment of their obligations are measurable; but the 
damage these countries may sustain by repudiation—for 
that is the harsher term for cancellation—is beyond 
computation. They are the real friends of the debtor 
countries who urge them promptly to provide, to the 
best of their abilities, to meet their obligations. If faith 
in private credit is to be sustained Governments must 
not default, for if the people as a whole do not keep faith, 
but little ground remains for believing that indiv iduals 
are to be trusted. 

Durability of American Prosperity.—Speculations are 
being indulged in here—and probably in England as 
well concerning the duration of the existing period of 
prosperity in the United States. We had a severe set- 
back in 1907, and if there is any ground for the belief 
that a depression of a major character is due once in 
twenty years, we are booked for a similar experience in 
1927. It may be said at once that the best financial and 
economic opinion, as recently expressed, inclines in an 
entirely opposite direction, it being the general view that 
prosperity will continue throughout the coming vear. 
Of course, some great catastrophe might suddenly alter 
the situation, and the event need be nothing so appalling 
as the Great War which broke out in Europe in 1914. 
Financial crises in America have been precipitated in 
the past by events of comparative unimportance in 
themselves. When the situation has been tense—and 
it can by no means be described in such terms now—the 
failure of a single large bank has been sufficient to start 
the scare. 

So far as banking and financial panics are concerned, 
it would seem impossible that we shall in the near future 
experience anything matching the severity of those of 
1907 and 1893. The Federal Reserve Act has rendered 
a repetition of these experiences practically impossible. 
True enough we still have rather numerous bank failures, 
but their influence hardly reaches beyond the locality 
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immediately affected. The general struggle for currency 
and reserves, which characterized the crises of 1907 and 
1893, have disappeared. It is true, also, that we have had 
one severe commercial depression (1g20-21) under the 
Federal Reserve Act; but the significant thing about 
this depression was that it was not accompanied, as were 
those of 1907 and 1893, by a banking and financial panic. 

We may safely assume, from the experiences men- 
tioned, that banking and financial panics are very unlikely 
to happen again. As to what may happen to the country’s 
production and trade, that is a different matter. But 
the indices still point toward a continuance of prosperity. 
Early in the spring of the present year, the stock market 
experienced several sudden and violent fluctuations, but 
in recent months prices have been well sustained, and 
have tended steadily upward. In fact, over-confidence 
in the continuance of prosperity may stimulate specula- 
tion to such an extent as to bring about a reaction. 

American Railways as Investments.—For some years 
the position of American railways has been far from 
satisfactory, and in 1920 they were not far from the brink 
of disaster. Government control during the war was 
partly responsible for this situation, but the more or 
less general collapse which that year witnessed was, 
perhaps, chiefly blameable. After following a course 
which sought to a competition among the railways 
of the country, the Government made a right-about face 
and adopted a policy looking to the ultimate consolida- 
tion of the existing lines into a few great systems. The 
law providing for such consolidations was not mandatory, 
and as yet but little attempt has been made to put it into 
practice. Such attempts as have been made have been 
defeated by the determined opposition of minority in- 
terests. In addition to opposition of this character, 
several of the great lines in the East have thus far been 
unable to reach agreement as to the working out of a plan 
for consolidation. 

While railway building, except in one or two of the 
Southern States, has been almost at a standstill in recent 
years, the existing lines have been steadily improving 
their road-bed and \ equipment, with a consequent increase 
in their efficiency. But enlarged earnings, gratifying as 
they are, have brought demands from employees for 
higher wages, and from farmers for a reduction in freight 
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charges. Should these demands be granted—and both 
of them will be backed by strong political support—they 
will go far to offset the gains made as a result of better 
management and a more liberal policy on the part of the 
Government. 

Investors are evidently of the opinion that American 
railway shares offer good opportunities for profit and 
income, and this is evidenced by the very substantial 
advances made in the list of leading shares as compared 
with a few years ago. This recovery in the prices of 
railway shares may be only a part of the general advance 
that has taken place—and there is considerable evidence 
to sustain this view—but it at least indicates that the 
railways are looked on with equal favour as the leading 
industrial corporations from the investors’ standpoint. 
Whether the present recovery in the price of railway 
shares will be sustained depends upon the general course 
of the market, the matter of rates and wages, and the 
condition of production and trade. 


BOOK REVIEWS. 


Or these four books, three have already so far established them- 
selves in public favour as to appear in a second (or later) edition 
or impression, whilst two are of particular interest to bankers and 
students of banking. These, therefore, claim prior attention. 
Mr. Robertson has essayed an important and interesting task : 

that of subjecting the fashionable demand for stability of prices 
to critical examination. He has, unfortunately, chosen to express 
himself in such a way that it is most difficult to follow his analysis. 
It is not merely that he chooses to invent a whole catalogue of 
new technical terms—for, after all, if the terms are appropriate 
to the discussion they will gradually get incorporated into the 
language of the subject. The real fault of the book is that it is 
so compressed that anyone not already familiar with the back- 
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ground of Mr. Robertson’s thought can hardly follow the train 
of argument involved. 

In substance, the argument is three-fold. Firstly, there are 
occasions when an expansion of production is legitimate. Changes 
in the demand for a given product, changes in the real cost of 
production, changes in the demand by producers of a given thing 
for other things, are all cases in point. When changes of this 
kind are sufficiently widespread among producing groups, one 
gets the phenomenon of the trade cycle. In order to give expres- 
sion to such changes in demand, the terms upon which goods 
are exchanged must alter. Under a monetary economy, the 
terms of exchange are expressed in relative prices. Now, it is 
Mr. Robertson’s contention (a) that such changes in output 
following changes in demand are “ appropriate,’’ (6) that “ under 
our existing money and wage system a more direct and immediate 
stimulus to increased output is afforded by rising money receipts 
than by falling prices of the objects of expenditure.’’ Both 
employers and employ ed will respond more readily to a rise in the 
price of their product than to a fall in the prices of other products. 
Hence it follows that a price policy designed to stabilize prices is 
not the most “ appropriate’’ policy, given an existing organiza- 
tion of industry and given that the causes of expansion of output 
are in themselves desirable. 

This analysis is followed by a penetrating investigation into 
the “kinds of saving,” the relation of saving to the banking 
system, and of both to the trade cycle. It is in his investigation, 
particularly of the saving process, that Mr. Robertson departs 
most from accepted terminology. But he starts from quite well- 
known facts. There goon in society three processes. Individuals 
and institutions may hold cash; they may invest in resources by 
parting with their cash holdings to others; lastly, changes in the 
price level enforce abstention from consumption on the part of 
given individuals and thus free resources for the benefit of others. 
Now, given the fundamental fact that some fluctuations in pro- 
duction are desirable fer se, how ought a banking system to 
operate ? 

Now, Mr. Robertson’s argument is that in the world as we 
know it, the supply of current savings (in his words, the supply of 
“Short Lacking ’’) “is not sufficiently elastic to cope with such 
pronounced and discontinuous increases in demand and . 
the responsibility for meeting them rests almost entirely upon the 
banking system.”’ In the trade cycle the supply of Circulating 
Capital must be rapidly increased, and the simplest way in which 
the banking system can help to expand Circulating Capital is by 
allowing prices to go up. For by allowing prices to go up, the 
real savings of the community are turned over to the borrowing 
(i.e. business) classes. Hence, given that the trade cycle is in 
itself desirable, a policy of price-stabilization by banks would be 
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undesirable. But the banking system must know what it is 
about. “‘ If the banking system once loses control of the situation 
its attempts to promote equilibrium between the demand for and 
the supply of Short Lacking may ultimately prove hopeless,” 
and the final result will be worse than if no attempt at adjustment 
had been made. 

Lastly, Mr. Robertson deals with the case of those booms which 
arise in connection particularly with abnormal activity in the 
constructional trades, and which involve an increasing willingness 
to hold long-period investments, i.e. involving, in his phraseology, 
an increase in the supply of Long Lacking. Various reasons are 
put forward for believing that this supply will not be forthcoming 
at once, and “‘ thus once more, even at this late stage of the boom, 
the expansion of output in which the banking system is pressed to 
participate, by methods which involve a rise in the price level, 
may be a rational and justifiable one.” 

‘We have stated Mr. Robertson’s thesis very broadly. It is 
important to notice two points about it. Firstly, Mr. Robertson 
does not imply that all inflationist policies are desirable, but only 
such as are intended to assist “‘ appropriate fluctuations of 
output.’”’ Secondly, his thesis must stand or fall with the validity 
of his argument that there are “ appropriate fluctuations of 
output.”’ These are the theoretical issues: the practical argu- 
ments are (1) Is it possible to distinguish, in practice, between 
fluctuations of output which are desirable and those which are 
not ? (2) Is it posszble for banks to encourage, by suitable price 
policies, fluctuations of the first kind without running the risk 
of encouraging the second ? 

We have said enough to show that Mr. Robertson has raised 
issues of the first importance in his book. It is already pro- 
ducing a rich crop of polemical articles in the technical economic 
press, and it is desirable that the professional banker should take 
note of the new turn which the book is giving to the problem of 
stabilization. 

Mr. Withers has all the virtues of clearness and perspicuity 
from the lack of which Mr. Robertson suffers; but the former has 
some of the defects of his qualities. There are cynics who say 
that there is no virtue in making things too easy for people, and 
Mr. Withers has undoubtedly at times been guilty of over- 
simplification. In the book be fore us he is at his best, and as he is 
professedly writing for the “ really blatantly ignorant ”’ investor, 
to use his own words, he is quite right to deal with a good many 
points which seem at first sight fairly obvious. There are a few 
points of general interest, however, which deserve discussion. 
The first is an investigation made for Mr. Withers by Mr. Gilbert 
Layton of the ‘“‘ Economist,” to test the soundness of the view 
recently put forward in Mr. E. L. Smith’s “‘ Common Stocks as 








































418 THE BANKER 


’ 


Long Term Investments,’”’ that these are superior to bonds as 
investments. The result of the investigation is a surprisingly 
encouraging one, and leads one to hope that further studies of the 
subject will be made. But is it really so much the “ compound 
interest’ factor arising from the reserve policies of soundly 
managed concerns which is responsible ? Is it not rather due to 
the fact that investors, in the desire for safety, put money into the 
fixed interest-bearing issues of well-managed concerns and thus 
allow these to “ trade on the equity ’’ ? In other words, does not 
the arrangement of the capitalization of these concerns play a 
large role? If everyone wanted to take up ordinary shares and 
companies could no longer earn, say, between 7 per cent. and 8 per 
cent. on their total capital, whilst distributing only 5 per cent 
to 6 per cent. on a great deal of it, the attractiveness of common 
stocks would diminish a good deal. 

Mr. Withers, in his last chapter, calls for a Trust Company 

‘ which would, along with its ordinary business, make a speciality 
of catering for the ignorant investor by taking his money and 
issuing shares (perhaps participating preference) to him.” We 
believe that there is already in existence an Investment Trust 
catering particularly for the small investor, issuing 2s. shares but 
limiting the total investment of each individual to 2,000 shares, 
and the system is undoubtedly capable of considerable expansion 
and development. 

Professor Bowley’s “‘ Elements of Statistics”’ is one of the 
classics of statistical literature, and reappears in a new edition 
substantially identical with the previous one, except that “a 
considerable number of corrections, most of them of minor impor- 
tance, have been made in the numerical work and in the algebraic 
print.” It is hardly necessary to say that by calling his book 
‘“ The Elements of Statistics,” the author did not by any means 
imply that it was “elementary.” But there is nothing in the 
first half of the book, covering “‘ General Elementary Methods ’’— 
with the possible exception of the chapter on Interpolation—which 
is unduly difficult or abstract, whilst the importance of an under- 
standing of statistical methods and concepts grows greater every 
day. 

Mr. Goitein’s book deals with a branch of the law which is of 
great interest and importance to all practical bankers concerned 
with the import and export trades. The Carriage of Goods by Sea 
Act of 1924 has affected the whole subject of Bills of Lading, and 
in itself justifies a new edition. The book seems to us to be 
admirably clear and well-written, and likely to be of great 
utility to bankers desiring to know the state of the law as it is, 
for the’ author has again followed “ the rule consistently adhered 
to in the earlier edition, of refraining from offering hypothetical 
opinions.” 


, 
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Bankers and the Law 


URING the whole of August, September, and the 
ID first fortnight of October—truly a “‘ Long ’”’ Vaca- 
tion—the High Court and the Appeal Courts, 
including the House of Lords and the Privy Council, are 
silent (save for emergency matters known as “ vacation ”’ 
business in the High Courts). And our present issue has 
to be in the printers’ hands before any case of interest 
to the banking world of the new term has seen the light 
of day. We may add that so far as can be judged from 
the Court Lists there appear to be few instances of liti- 
gation this term that promise much useful information. 
The present system of official law reporting gives us, 
however, at the beginning of the term, a few volumes of 
the Law Reports containing decisions prior to the Vaca- 
tion. And from the volume of Appeal Cases we obtain 
two judgments of the Privy Council on colonial cases 
which, although yielding no startling addition to banking 
law, illustrate points of some interest. These cases, 
although occurring in the Colonies—one in Bermuda, the 
other in New South Wales—were of such a character as 
to be decided according to the English cases. 

Let us take first the New South Wales case—Australian 
Bank of Commerce Ltd. v. Perel and Others (1926 
A.C. 737). This raised a peculiar question arising from the 
all too familiar phenomenon of a dishonest manager 
applying trust funds for his own purposes. The trustees 
of the estate of the late John Norton, a wealthy newspaper 
publisher of Austr. alasia, carried on business after his death 
in 1916, their manager and secretary being one Harold 
James McClintock. In April, 1917, the trustees trans- 
ferred their account to the appellant bank and by letter 
instructed the bank that they had authorized McClintock 
and Leonard Connolly jointly to operate the accounts 
(Nos. 1 and 2), adding that the bank should pay and charge 
to such accounts all cheques, notes, or bills, or other orders 
or documents whatsoever signed, accepted or endorsed 
by such persons, and that these persons were also em- 
powered to endorse cheques, to negotiate agreements, and 
to give and deposit securities against all advances made 
on the accounts, or to withdraw securities and give 
receipts therefor, and generally to transact .all business 
connected with the accounts of either of them. A Mr. 
Marsh was to countersign cheques with McClintock 
Connolly in the absence of either of them. In August 
there was the added instruction that Starkey & Starkey, 
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the accountants of the trustees should countersign cheques. 
In February, 1918, McClintock began a series of frauds on 
his employers. It appears that the appellant bank, in 
common with some other banks in Australia, was in the 
habit of issuing to any customer who desired it, in ex- 
change for a cheque drawn on that customer’s account 
in favour of the bank, a “ cheque ”’ or draft drawn by the 
bank on itself in favour of a person designated by the 
customer or order or bearer. “‘A bank cheque”’ so 
issued by a responsible bank is treated as equivalent to 

cash, and can be used by the customer for any purpose for 
which cash or its equivalent is required. McClintock 
took advantage of this practice by procuring cheques 
to be drawn on the trustees’ account in favour of the 
appellant bank, got them duly signed and countersigned 
according to the notice to the bank, and then obtained 
from the bank in exchange for them bank cheques for 
equivalent amounts in favour of payees designated by 
himself alone. These cheques so obtained he paid into a 
private account of his own in the name of “ Robert 
Haynes’ at the Union Bank of Australia, or otherwise 
used them for his own purposes—forging signatures of 
payees where necessary. In July, 1919, McClintock 
was “‘ caught ”’ and sentenced to a term of imprisonment. 
The total amount of these ‘“‘ bank cheques” so mis- 
appropriated by him was £21,268 TOs. od. 

In this state of things the trustees “‘ Perel and Others ” 
brought a suit to redeem certain securities deposited by 
them with the bank, who set up the above facts and 
claimed to debit against the respondents the sum of 
{21,268 tos. od. The trustees of course, alleged that the 
© bank cheques’ had been issued without authority 
and contrary to instructions given to the bank. In 
Australia judgment was given against the bank and on 
appeal to the Privy Council was affirmed. That is to say, 
it was held that the appellant bank had no right to debit 
the trustees with any part of the amount misappropriated 
by McClintock their manager. The counsel for the bank 
argued (1) that McClintock had implied authority to 
obtain the “ bank cheques,” or (2) that he was held out 
to have that authority and that the trustees were stopped 
from setting up any “actual authority. It could not, of 
course, be contended that McClintock had express 
authority; for the letter to the bank providing for joint 
operation of the account, was plain enough, and it was a 
clear breach of those instructions to hand to McClintock 
on his sole request bank cheques with which he could 
deal as he thought fit. 
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As to the implied authority relied on by the bank, 
Viscount Cave (Lord Chancellor), who delivered the judg- 
ment, made short work of it, saying: “‘It is hardly arguable 
that McClintock, merely because he was the manager, 
had an implied authority which would have the effect 
of completely neutralizing and defeating the express 
written instructions given to the bank.” The main 
contention of the bank, however, was that on the facts 
of the case McClintock had at least ostensible authority 
to require the issue of the “‘ bank cheques ’’—or, in other 
words, that the trustees were stopped by their own con- 
duct from denying that authority. The bank relied on a 
‘course of business ”’ sufficiently clear to justify them in 
acting on McClintock’s sole directions and to prevent the 
trustees from disputing his authority. As the Lord 
Chancellor pointed out, however, in order that a “‘ course 
of business ’’ such as was alleged might prevail over 
express written instructions a strong case must be made, 
and on analysing the evidence it was clear that it fell far 
short of what would be required. Hence the appeal of 
the bank was dismissed. 

Once again, therefore, is emphasized the great risks 
attending any departure from express instructions as to 
the working of an account, and the ever-present need of 
scrupulously watching operations upon an account at 
the instance of a manager or agent, with a view to seeing 
that his authority can be relied upon. And where express 
written instructions exist “a course of business’’ needs to 
be very strongly evidenced to support any departure. 

An interesting sidelight on this case is the fact that 
the bank and the trustees, acting in conjunction for the 
benefit of both, had previously framed an action in 1920 
against the Union Bank of Australia who had collected 
the “ bank cheques”’ paid in by McClintock to his private 
account, alleging conversion of the drafts. That action 
was brought before a jury and failed, but judgment was 
reversed and judgment given in favour of the trustees 
against McClintock’s bankers. But on appeal to the 
Privy Council (1922, A.C. 240) the judgment in favour of 
the bank was restored, and the trustees failed to recover 
any part of the drafts collected by McClintock’s bank, 
on grounds that will repay study by those of our readers 
who refer to the report cited above. 

The other Privy Council decision is Bank of N. T. 
Butterfield and Son Limited v. Golinsky (1926 A. C. 
733). This was an attempt by the bank in question to claim 
a lien upon its shares and dividends thereon in priority 
to an equitable assignee of the shares by way of security. 
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On May 25, 1925, the bank obtained a judgment 
against a man named Moniz for £1,010, and in execution 
seized (inter alia) two fully-paid shares of £50 each in the 
bank, of which shares Moniz was registered holder. Go'insky 
put in a claim to the shares as equitable assignee thereof, 
the fact being that on November 28, 1924, Moniz 
assigned them in writing to Golinsky as security for 
money due, but registered no transfer, and there was 
no registration or notice in the bank’s books. The bank 
had no notice of the equitable assignment until they 
levied execution on their judgment, nor was there any 
evidence that Moniz’s liability to the bank existed at the 
date of the assignment. The Privy Council Board, 

therefore, dealt with the case on the footing that the title 
set up by the bank was a title based upon their rights 
under the statute and by-laws under which the bank was 
constituted in respect of liabilities that emerged subse- 
quent to the date of the assignment. It was argued for 
the bank they had a paramount lien and right to payment 
out of the shares because their by-laws give the directors 
power to decline to register any transfer of a share made 
by a shareholder who is indebted to the bank, and also 
power to deduct from dividends payable to any share- 

holder all sums of money due by him to the bank. It was 
agreed the bank had no notice until after execution of 
the assignment, and it was said that those by-laws were 
to the same effect as the Articles of Association in the 
well-known case of Bradford Banking Co. v. Briggs 
(12 A. C. 29), and that in effect the power to decline 
registration gave a lien on the shares for indebtedness 
incurred before notice of the equitable assignment to 
Golinsky. The Privy Council decided that the by-laws 
did not amount to such a lien, and relied on the general 
law which, as Viscount Haldane explained, left Golinsky 
having a good equitable title in a superior position to an 
execution creditor who had no charge ranking in priority 
to the earlier equitable title. 

The law as to debts from a shareholder to a company 
created after notice of a prior equitable charge, and the 
effect of a lien, is treated in the Bradford Banking Com- 
pany’s case, where a bank, in advancing to a customer on 
the security of shares in another company, gave notice to 
that company. Although the shares were subject to a 
paramount lien for debts due to the company, that charge 
could not cover debts incurred after notice of the charge 
given to the bank. Although that case was cited in 
Golinsky’s case, it was dealing with quite a different set 
of facts. 
















( 423 ) 


Some KReHections on the 


Finances of France—Il 
By Michael Chosi 


taxation policy, and that she did not utilize, as she 

might have done, the tax-paying capacities of the 
French population. It was not only, however, in this 
weakness of the fiscal effort that the error of the French 
Government’s financial policy consisted ; it was even more 
marked in the form adopted for meeting the war expen- 
diture. The budgets of the five years, 1914-18, left a 
deficit of 145,000 million francs, and the four funded 
loans provided 56,000 million only, of which not more 
than 24,000 million was in cash, and the balance in 
short-term bonds. The deficiency was met by the issue 
of banknotes (the advances of the Bank of France by 
the end of 1918 exceeded 18,000 million francs) and 
through ‘‘ Bons de la Défense Nationale ’’ and short-term 
bonds. 

It can, therefore, be maintained that at the end of 
the war the disease from which the French finances and 
currency are now suffering was already in full growth, 
through the development of the floating debt (adv ances 
made by the Bank of France, bonds under one year) and 
of the short-term debt. . 

The post-war period further aggravated this position, 
and this was due to three main reasons :— 


()i: can assert that France during the war had no 


1. The way in which the problem of the reconstruction 
of the devastated areas was solved. 

2. The exaggerated optimism entertained by the 
Government regarding the possibility of quickly re- 
covering from Germany the full amount of reparations. 

3. The inadequacy of the fiscal effort up to 1914. 

We have seen what an immense task was set before the 
Government by the devastation of ten departments. In 
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a generous spirit of solidarity Parliament voted the Jaw 
of April 17, 1919, which charged the French State with 
the full reparation of all the war damages. These expenses 
received the name of “recoverable expenses,’ because 
they were to be met with the payments made by Ger- 
many. The French State was simply making advances 
of money to Germany. In this way, even before knowing 
more or less accurately the amount of reparations which 
Germany would be compelled to pay, and without troub- 
ling itself regarding the repercussions which such a 
system might produce on the country’s finances, the 
French State gave to all the victims of the war the right 
to full reparations for all material damages directly 
suffered. The claims presented by the victims were 
greatly exaggerated, and at the beginning the valuing 
commission proved too generous, in the belief that 
Germany would pay all reparations. The figures of 
claims granted were often denounced as excessive, and 
in 1924 a law was passed authorizing the revision of war 
damages in excess of 500,000 francs. Expenditure on 
this account up to the end of 1924 amounted to 71,000 
million francs, and the damages still to be settled will 
probably exceed 12,000 million francs. 

The belief that Germany would pay for everything, 
an idea which was shared by the Government at that 
time, was giving rise to chimerical hopes and checking 
all initiative and effort. The budget was even divided 
into two parts, general budget and budget of recoverable 
expenses. There was besides an extraordinary budget. 
The budget of recoverable expenses was entirely met 
with the floating debt and the short-term debt— 
pending the final recovery from Germany of all this 
expenditure. 

In these conditions the Government continued to 
pursue, and even accentuated, the policy which it had 
applied to meeting the war expenses during the course of 
hostilities. In 191g State expenditure rose to 54,200 
million francs, while receipts gave but 11,600 million. 
This deficit of 43,000 million was covered to the extent 
of six-sevenths through the issue of banknotes and of 
very short-term bonds (floating debt) as well as of short- 
term bonds. One-seventh only of the deficit was covered 
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by funded loans. The advances from the Bank of France, 
in particular, reached at the end of Ig9g1g a sum of 
25,500 million francs. 

The fall of the Clemenceau ministry brought the 
Millerand cabinet to power. The Portfolio of Finances in 
this cabinet was in the hands of M. Francois-Marsal. 
His name is connected with an attempt at deflation, 
which, however, proved abortive, but also with the first 
big effort made by France in the sphere of receipts from 
taxation, which were increased by 8,500 million francs. 
Among the new taxes figured the tax on turnover, which 
became a very important source of income for the State. 
Two new funded loans were also issued in 1920, and they 
produced 40,000 million francs, of which a little more 
than one-third was in cash 

A very large body of public and parliamentary opinion 
considered that France in 1920 had reached its utmost 
taxable capacity, and from that year until 1924, when the 
crisis broke out, nothing was done to improve the 
country’s financial situation. The aggregate of the three 
budgets—general budget, budget of recoverable ex- 
penses, and extraordinary budget (which in 1922 was 
incorporated in the general budget)—showed very heavy 
deficits; the floating debt and short-term debt increased 
rapidly. In spite of the effort made in 1920, the deficit 
for that year reached 38,000 million (as against 42,600 
million in 1919); the deficit of Ig21 was 28,000 million ; 
that of 1922, 24,700 million; that of 1923, 18,000 million 
francs. If we consider this period, which preceded the 
1924 crisis, we see that the interior public debt of France, 
which amounted to 32,594 million francs at the end of 
1913, had risen by December 31, 1923, to 270,708 million 
paper francs, and more particularly that the short-term 
debt had passed from nought to 40,000 million, while the 
floating debt had risen from 1,432 million to 87,000 
million. As for the foreign debt, it had passed from 
nought to 35,725 million gold francs. 

It must be remembered that the credits which France 
obtained abroad, the money advances received from her 
allies, and the sales of foreign stock which she effected 
were not sufficient completely to meet the deficit of the 
balance of payments of the country. These deficits were 
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enormous, owing to the deficits in the commercial balance ; 
for the period 1914-23 the deficit of France’s foreign 
trade is estimated by Customs’ statistics at 116,000 mil- 
lion francs. The deficit of the balance of payments, 
after the covering effected by the means above enumerated, 
still left for the period 1914-23 a very large uncovered 
balance, the importance of which it is naturally im- 
possible to estimate. Some believe that it was approxi- 
mately 10,000 million francs, while others place it higher 
still. How was this balance met? Through the sale 
of francs to foreigners, who left them in their accounts, 
hoping for a revaluation of this currency. These are the 
“speculative credits,”’ as they were called by M. Decamps 
in his work on exchanges. We shall consider later on 
their importance from the point of view of the franc 
rate. 

Thus we come to the year 1924, at the beginning of 
which the crisis broke out. 


THE ELEMENTS OF THE CRISIS 


These were the origins of the French financial crisis, 
which broke out in the early part of 1924 in the shape 
of a rapid and deep fall of the franc. We have seen that 
this crisis in the finances and currency of France has a 
double origin :— 


(1) The sacrifices to which France submitted and the 
losses which she suffered as a result of the war ; 

(2) The mistakes and failures of the French financial 
policy during and since the war. 


Let us briefly recall the characteristic features of the 
1924 crisis. At the beginning of 1924, the pound sterling 
was quoted at 85 frs., and this rate rose to 116.10 on 
March 11. The French Government, through a very 
violent intervention on the market by means of credits 
obtained in Great Britain and the United States, was 
able to lower the pound rate to 85 on March 18, and to 63 
on April 23. At the end of the year the pound stood at 
87. This intervention was accompanied, besides, by a 
number of measures which showed that the Government 
was resolved on pursuing the restoration of public 
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finances with the utmost energy; all State taxes were 
raised by 20 per cent., and Parliament invested the 
Government with the power of ordaining by decree, 
reductions of expenditure for a total amount of 1,000 
million frs. Furthermore, the Government put into its 
programme the obligation of not asking for new loans 
without guaranteeing in advance the service of such 
loans through corresponding receipts. 

The level of 116.10 reached by the pound rate at 
the beginning of 1924 appeared extremely high, and 
threatened the whole economic structure of France with 
a catastrophe. This level, however, was considerably ex- 
ceeded in the course of the year 1925, which was marked 
by a process of continuous depreciation of the franc. 
This depreciation was especially rapid during the last 
four months of 1925. The mean rate of the pound ster- 
ling was 102.81 in September, 110.66 in October, 124 
in November, and 128.95 in December. 

To the reasons which we have enumerated, and which 
account for the financial and monetary crisis of France, 
a third factor was added in the latter half of 1924, 
the violent intrusion of interior political conflicts into 
the problem of financial rehabilitation. Even after the 
elections of May 1924, which brought into power the 
Cartel of the Radicals and Socialists, the French exchange 
remained under the influence of internal politics and 
Parliamentary fights. The new party in power pursued 
the realization of a programme of financial restoration 
which was to fulfil at the same time, to use the Cartel’s 
phrase, “ fiscal justice.” The plans for a levy on capital 
and a consolidation of bonds, together with the threat of 
a moratorium on a part of the public debt, and of an 
amputation of the Rente’s coupon, provoked, within 
the country and abroad, a great crisis of confidence, 
a slackening in the subscriptions to the Défense 
Nationale Bonds, the exodus of capital, and huge sales 
of francs. 

Once more, through this grave crisis, France mani- 
fested the power of resistance which she can oppose to 
danger, when it threatens the very foundations of her 
economic and political life. Faced by the menace of the 
crumbling of the franc and of social as well as economical 
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catastrophes which might result therefrom, public opinion 
reacted. The Cartel’s financial schemes were abandoned 
one after another, and at the present time the new 
Government, which is a ministry of national union, is 
carrying out a programme of restoration based on the 
conclusions of the greatest scientific and financial experts 
in France, with the support of a very large majority of 
public opinion. The renascence of the country’s con- 
fidence in the credit of the State is taking place at the 
present moment. 

M. Poincaré, in the speech which he delivered on 
September 27, at Bar-le-Duc, recalled in the following 
terms the last phases of the crisis to which we are 
alluding : ‘‘ When I was called upon to form the present 
Cabinet, the danger of the political and financial situation 
was obvious to everyone. Several ministerial crises had 
followed close on one another; a kind of panic had seized 
the Bourse; the franc was tumbling in a dizzy fall; 
looked as though public finances and the national currency, 
parliamentary institutions and governmental authority, 
were threatened simultaneously. We had but one means 
of conjuring the peril, the same by which we had been 
saved from the enemy in the month of August Igr4, 
that is to say by giving up our quarrels, and resolving 
wholeheartedly to unite all our efforts for the common task 
of salvation and union.”’ 

The general elections of 1924 had raised a moral 
difficulty to the solution of the financial and monetary 
crisis in France. This moral difficulty was overcome 
by the formation of the Poincaré Cabinet. 

Beside the purely financial reasons, and those relating 
to interior politics, there is still another category of 
factors which exert an influence on the French exchange 
rates. Those are factors of an international order. 
When one recalls the influence which was exerted on the 
French exchange by the tension of Franco-German 
relations following the occupation of the Ruhr, one 
apprehends the importance, from the point of view of 
financial restoration, of the policy realized by Briand at 
Locarno and continued through the conversations of 
Thoiry. This policy, supported by the Poincaré Cabinet, 
creates an atmosphere of international confidence, col- 
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laboration, and mutual assistance, which is extremely 
favourable to an advantageous solution of various prob- 
lems upon which the settlement of the French financial 
crisis depends. ‘‘ No nation is more firmly attached to 
peace than France,” said M. Poincaré in the Bar-le-Duc 
speech which we have just mentioned. “ However 
legitimate her past grievances, it has not been her inten- 
tion to practise towards her former foes a policy of rancour 
and hate.” 

It is not possible fully to realize the influence of the 
crisis of confidence on the exchange rates and on the 
purchasing capacity of the franc, and consequently on 
the whole financial and economic situation of the country, 
without analysing first the several elements of France’s 
financial crisis. 

The sacrifices suffered by France for the war, the 
reconstruction of the departments laid waste by the 
enemy, the default of Germany, the inadequacy of the 
effort of French taxpayers through the years 1914-24, 
all these factors, as we have seen, played their part in 
swelling France’s public debt enormously. The service 
of this debt constitutes a crushing burden for the Budget. 
The Rapporteur Général of the Budget, M. Chappedelaine, 
in the speech which he delivered in the Chamber of 
Deputies on January 27, 1926, made the following 
comparison between the importance of the public debt 
before the war and at the present time: “ The total of 
the budget of 1912 amounted to 4,800 million frs. Out 
of this total, there were 1,270 million devoted to the 
service of the public debt, and 2,800 million to the 
needs of the departments of State. In other words, the 
service of the public debt required b::t a sum amounting to 
between one-third and one-quarter of the budget’s total. 
In the 1926 budget, the service of the debt takes up 
20,000 million frs., and the service of the State Depart- 
ments 12,000 million. All but three-fifths of the total 
budget are devoted to the service of the debt.”’ 

The financial difficulties of France, however, are not 
caused so much by the very high figure of her public 
debt as by the composition of this debt. The forms 
adopted for France’s borrowings render a large part of 
the French public debt extremely sensitive to the 

HH 





430 THE BANKER 


confidence which the bearers may feel towards the 
credit of the State and the stability of the national 
currency. 

If we take the latest data published regarding the 
position of the public debt, notably those which relate 
to October 31, 1925, we see that out of the total of the 
public debt, amounting to 283,800 million frs., the 
consolidated debt came to 153,100 million frs. only; 
the remainder, that is to say 130,700 million frs., being 
constituted by the short-term debt (41,800 million) 
and the floating debt (88,900 million). As for the foreign 
debt, it amounted on the same date to 36,000 million 
gold francs, of which 31,100 million belonged to 
the so-called political debt, and 5,300 million to the 
commercial debt. 

Therefore, on the whole of the interior debt, the 
consolidated debt represented 54 per cent., while the 
floating and short-term debts represented 46 per cent. 
Let us recall here that France before the war had no 
foreign debt whatever, and that her internal debt was 
almost exclusively a consolidated debt (on December 31, 
out of a debt of 32,600 million, the consolidated debt 
represented 31,200 million). 

We have already explained for what reasons, and by 
what considerations, the floating debt and the short-term 
debt have taken such a large extension in France. At the 
beginning of the war, it was difficult to issue long-term 
loans, and people lived on the illusion that the war would 
be of short duration, and that after the war it would be 
possible to consolidate and to borrow on more favourable 
conditions than during the course of hostilities. There 
was another delusion, that the bearers of Défense Nation- 
ale bonds and of the short-term bonds would renew them 
when they came due. Lastly, the common saying that 
‘“ Germany would pay for everything,” also accounts in 
part for the policy that was followed. 

This composition of the French public debt, the 
importance of the part played in it by the floating and the 
short-term debts, is the weakest and most dangerous 
aspect of France’s financial situation. 


(To be continued) 
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Recent Banking Appointments 


WHEN Lord Jellicoe returned to 
London after the termination of his 
office as Governor-General of New 
Zealand, he was elected a member of 
the London Board of the Bank of 
New Zealand. This precedent has 
been followed by the Bank of Montreal, 
which has appointed the Duke of 
Devonshire to the chairmanship of its 
London Advisory Committee. The 
Duke of Devonshire was Governor- 
General of Canada from 1916 to 1921. 


LORD SHAUGHNESSY has been elected 
a director of the Canadian Bank of 
Commerce. The eldest son of the late 
Lord Shaughnessy, the famous presi- 
dent of the Canadian Pacific Railway, 
he succeeded his father in 1923. He 
is a director of the Canadian Pacific 
Railway and of the Canadian North- 
West Land Company. 


Mr. W. H. SHELFORD has_ been 
appointed a director of the Mercantile 
Bank of India. 


Few men have had such varied 
experience of the conduct of affairs 
of great banks as Mr. Arthur Frederic 
Shawyer, the new general manager 
of the Bank of Liverpool and Martins. 
Mr. Shawyer began his banking life in 
the Cumberland Union Bank. From 
thence he migrated to the Bank of 
England, where he worked under Sir 
Gordon Nairne in the chief cashier’s 
office. After a period of service as 
second auditor he left the bank to be- 
come general managerof the Lincoln and 
Lindsey Bank. When that bank was 
amalgamated with the Midland Bank, 
Sir Edward Holden offered him an assis- 
tant general managership, which he held 
until his appointment as assistant gene- 
ral manager of the Bank of Liverpooland 
Martins. His work for that bank re- 
quires no eulogy, for it is best estimated 
by his nomination to be its chief officer. 

Mr. J. M. Furniss has_ been 
appointed assistant general manager 
of the Bank of Liverpool and Martins, 
Limited, and Mr. James McKendrick 
has succeeded Mr. Furniss as North- 
Eastern District general manager. 
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Some Further Midland Branch 
Banks 


By C. H. Reilly, F.R.IB.A. 


HE recent death of Mr. Walter Brierley, of York, 

has deprived the North of England of one of its 

best architects. He was known everywhere among 
those who care for beautiful and sincere building by his 
churches and his country houses. It is to the credit of 
the Midland Bank that his excellence in these things and 
the reputation as an artist he obtained thereby did not 
disqualify him in the eyes of the directors for designing 
their banks. That the real and thorough artist is 
always the practical man, who can turn difficulties to 


THE NORTHALLERTON BRANCH OF THE MIDLAND BANK 
The Front Elevation 
Brierley and Rutherford, of York, Architects 








SOME MIDLAND BRANCH BANKS 433 





THE MAIN ENTRANCE OF THE DARLINGTON BRANCH OF THE 
MIDLAND BANK 
Brierley and Rutherford, of York, Architects 
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account «sthetically and overcome them practically, 

not often understood in England, especially in commerc ial 
circles. The fault, however, does not lie wholly with the 
business man. Too often the half-artist, driven in upon 
himself through lack of opportunity for expression, 
becomes the pose uy and dilettante incapable of carrying his 
job, whatever it may be, to a satisfactory conclusion, and 
thereby bringing contempt on his fellow craftsmen who 
can. Mr. Brierley was the very reverse of this, and if 


THE DARLINGTON BRANCH OF THE MIDLAND BANK 
The public space and Banking Hall 


Brierley and Rutherford, of York, Architects 
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the business men who employed him did not always 
realize they were employing an artist, they always dis- 
covered, sooner or later, that they were getting very 
efficient results. The Midland branch banks at Darling- 
ton, Northallerton, and Wakefield, among the many he, 
with his partner Mr. Rutherford, did for them of recent 
years, are illustrated in this issue. 





THE DARLINGTON BRANCH OF THE MIDLAND BANK 


The public space and counter, looking east, and showing entrance door and 
door to Manager’s room 


Brierley and Rutherford, of York, Architects 
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Taking the Northallerton one first, this represents 
the common problem of the small lock-up bank with no 
one living above it (although here the manager’s house 
is adjoining), which occurs so frequently in our smaller 
towns and villages. It means that the architect has 
to place in a street of ordinary shops and houses of 
two or three stories in height a one-story building in 
which the scale of that story is necessarily much larger 
than the scale of those of the surrounding buildings. 
Here, at Northallerton, the architects have not adopted 
the device of Messrs. Whinney and Hall, so successfully 
employed in their Midland Bank at Henley-on-Thames, 
and which they again employ in the Guildford Bank 
illustrated here, of introducing, as it were, small square 
clerestory windows into the banking hall, or of making 
voucher storerooms above it to justify these windows, and 
thereby getting the appearance of a two-story building. 
That, one might say, is a clever trick though it certainly 
succeeds. Messrs. Brierley and Rutherford have here 
truthfully accepted the fact of the single story, but have 
done their best by delicacy of detail to make their building 
do as little harm as possible to the street. Apart from this 
civic aspect it is, indeed, a very charming little building. 
The two fluted columns in the centre, the panelled 
pilasters at either end, the railings in front, with their 
wrought-iron panels, and the division of the large win- 
dows into moderately-sized panes divided by thin bars, 
all help to give delicacy to what was inevitably, as long 
as the single story was truthfully maintained, a large- 
scale scheme. The rich and interesting texture given 
to the roof by the pantiles helps in this effect. There is, 
too, a completeness about the composition which is very 
attractive. By the clever device of the scrolled termina- 
tions to the frieze at either end the main cornice is stopped 
and returned almost within the outside limits of the two 
flanking pilasters. By this means the effect is gained of a 
composition complete in itself, which is all the more 
important when a building differs so radically, as a 
single-story bank must, from the rest of the street. 

The Wakefield Bank is a larger and more ornate 
scheme, but hardly so successful. Fluted Corinthian 
columns have been used here. Now, fluted Corinthian 
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130 years without a failure! 


In spite of the many occasions upon which they have 
teen put to the test, no‘ John Tann’ fire and burglar- 
resisting safe or strong-room has ever had its contents 
destroyed or stolen. 

130 years without a failure! Such a record—unique 
in the history of safe-making—demonstrates more 
forcibly than any words, the remarkable degree of 
security achieved and maintained by John Tann Safes 
and Strong-zooms. 
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THE MIDLAND BANK’S NEW PREMISES, 66 & 68 WESTGATE, 
WAKEFIELD 


Brierley and Rutherford, of York, Architects 


columns are the top notch of elegance beyond which in 
classical architecture it is impossible to go even for the 
King himself. It was a little hazardous, therefore, to 
use them on a small provincial bank. It would be difficult 
to make the rest of the building live up to them. In this 
case the arch mouldings to the good range of main bank 
windows look a little coarse between the fluted columns, 
as, indeed, do the iron railings below them and the stone 
balustrade above. The general effect is certainly rich, 
and this is aided by the dee ‘p setting of the windows. 
Altogether the design is pleasing if a little fussy ; rather 
like some charming old lady dressed in her best black 
silk in a fashion of the sixties. 

The Darlington Bank, by the same firm, is the most 
ambitious of three schemes. This has fluted Corinthian 
columns, too, but used more discreetly. They are placed 
in pairs flanking the main door and centre window of 
the main elevation. Used so, with plenty of plain wall 
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THE MIDLAND BANK’S BRANCH PREMISES AT GUILDFORD 


Whinney, Son and Austen Hall, Architects 


surface round them, they have more value and distinc- 
tion. Those on either side of the door, too, have the 
richness of their capitals echoed in a_ well-modelled 
shield and wreaths over the circular-headed door. This 
building has at least one story of storage room above 
the banking hall, for the small windows are arranged 
in three tiers. One can imagine, therefore, this building 
fitting very well into the two streets at the juncture of 
which it stands. The main criticism to be made of the 
exterior, which is both dignified and charming, is that 
the two rusticated arches between the two pairs of 
columns are on different levels. Seeing them together, 
one, that to the main doorway, seems to have slipped 
down. The interior of the bank, with its early Georgian 
ceiling, has a fine spacious air. Wren would not have 
scorned it for the interior of one of his City churches, 
which it closely resembles. The great fluted Corinthian 
pilasters in it starting above the level of the desks and 
counters give it a fine air. Indeed, they seem more at 
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THE YOKOHAMA SPECIE BANK LIMITED. 


(REGISTERED IN JAPAN.) 


Head Office - - - Pacer 

London Office - - - 7 BISHOPSGATE, E.C.2. 
CAPITAL SUBSCRIBED iF bs ee .. Yen 100,000,000 
CAPITAL PAID UP “ 2h i ee -- Yen 100,000,000 
RESERVE FUND .. és -- Yen §&9,500,000 


The NINETY-THIRD HALF-YEARLY GENERAL MEETING of Shareholders was held at the 
Head Office, Yokohama, on the 10th September, 1926, when the Directors submitted the following 
Statement of the Liabilities and Assets of the Bank, and the Profit and Loss Account for the Half-year 
ended 30th June, 1926, which was duly approved :— 




















LIABILITIES. BALANCE SHE K . ASSETS. 
Capital ° ee oe .Y 100, 000,000.00 | Cash Account- 
Reserve Fund +» 86,500,000.00 | In Hand - Y60,161,274.50 
Reserve for Doubtful Debts 2. 5,010,430.68 | At Bankers . . 40,060,739.71 Y100,222,014.21 
Notes in Circulation oe oe 6,241,601.19 | Investments in Public Securities 
Deposits (Current, Fixed, &c.) 553,163,831.75 | and Debentures 286,046,655.70 
Bills Payable, Bills Re-dis- | Bills Discounted, Loans, Ad- 
counted, Acce ptances, anc | vances, &e. 299,950,262.72 
other Sums due by the Bank 416,602,967.60 | Bills ree eivable and other Sums 
Dividends Unclaimed .. 49,943.25 | duetothe Bank i -- 471,487,935.19 
Balance of Profit and Loss Bullion and Foreign Mone =e 6,905,899.45 
brought forward from last | Bank’s Premises, Properties, 
Account . 5,805,990.91 | Furniture, &e. .. ee re 17,918,175.28 
Net Profit for the ‘past Half- ye ar 9,156,177.17 
Yen 1,182,530,942.55 | Yen 1,182,530,942.55 
= il eed 
Dr. PROFIT AND LOSS ACCOU NT. Cr. 
To Reserve Fund .. i «. Y¥3,000,000.00 By Balance brought for ward 31st 
To Dividend— December, 1925 - Y5,805,990.91 
ven 6.00 - Share for 1,000,000 By Net Profit for the Half- year 
Shares -. 6,000,000.00 ended 30th June, 1926 .. - 9.166,177.17 
To Balance “carrie d for Wi ard to (After making provision for 
next Account - a 5,962,168.08 Bad and Doubtful Debts, Re- 


bate on Bills, &c.) 
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home here than on the exterior, as is, perhaps, right— 
anyone has more right to splendour, if he desire it, in 
the interior of his house, than on the exterior. Altogether 
this seems to me one of the most satisfactory of the 
larger branch banks, and shows the advantage of employ- 
ing an architect who has proved his artistry in other 
fields. 

The Guildford Bank, by Messrs. Whinney, Son and 
Austen Hall, has as good a south-country look as those we 
have been considering have a north-country one. It isa 
brick building of apparently two stories, and the valuable 
little upper square windows light into very necessary staff 
rooms, voucher storerooms, and so on. Architecturally 
they serve two very useful purposes; the one already men- 
tioned, of bringing the bank into the domestic scale of the 
street, and the other of strengthening the front by forming 
a well-marked frieze above the plain band on which the 
bank’s name is so well placed. This plain stone band, 
flush with the brickwork, dividing the front into two 
sections, is a device these architects have used success- 
fully before. Not only does it give a good ground for the 
letters, but it sets off by contrast the quality and texture 
of the brickwork it divides. Here, whether due to this 
or not, the brickwork looks particularly good and solid, 
with its clean white joints. The return flank, which this 
building fortunately possesses by some setting back of 
the adjoining structure, has been wisely left plain, so 
that the brickwork is seen to the best advantage. It 
would probably look better still if the carved swag had 
been omitted. This swag seems ornament in the wrong 
place. It emphasizes nothing, and is not even placed 
centrally over the small door below. Apart from this 
small blemish, the bank looks very solid, sensible, and 
yet inviting. It is not too monumental in conception 
either for the beautiful old town in which it is placed nor 
for the everyday needs of its customers. I think one 
would venture in to negotiate an overdraft with more 
courage and hope than one would into the be-columned 
cinemas which call themselves banks in so many places. 
Here one would expect to find the manager a kindly 
gentleman, and that is not at all a bad impression for the 
architects to have achieved. 
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The Co-Ordination and Fusion 
of Schemes of Social Insurance 


and fusion of schemes of social insurance in Great 

Britain would probably be saved much of their 
trouble by stricter reference to the majority and minority 
recommendations of the recent Royal Commission on 
National Health Insurance. Provision against risk has 
grown up, very rapidly on the whole, in somewhat chaotic 
conditions, but it is much easier to see daylight if national 
health insurance is taken as the basis. 

The majority considered that such insurance had 
established its position as a feature of our social system ; 
that, subject to certain changes, it should continue on 
its present compulsory and contributory basis; that to 
persons required at present to be employed as insured 
contributors there should be added persons engaged in 
employment under contract for the performance of manual 
labour for the purposes of any trade or business except 
in so far as such employment might be excluded by 
special order; that, except for such addition, no change 
should be made in the age limits, rates of remuneration 
or other tests with reference to persons requiring to be 
insured as employed contributors or permitted as volun- 
tary contributors; and that the revenue of the scheme 
should continue to be derived from the contributions of 
insured persons, and, where employed, from their em- 
ployers, together with payments from the national 
exchequer of proportionate parts of the cost of benefits 
and administration. The majority definitely took the 
view that the financial burden of various social services 
in Great Britain was so great in proportion to the prc- 
ductive capacity of the country, and so much in advance 
of what was provided in other countries which are our 
trade competitors, that no. further charge in respect of 
this form of insurance should fall on the taxpayers. 
Immediate changes in national health insurance should 
therefore be limited to such as were possible within its 
present financial resources. 

The minority argued that the local authorities could 
and should take the place of the approved societies as the 


\ MASS of recommendations for the co-ordination 
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bodies through which the sickness and disablement bene- 
fits should be administered. Financial loss was traceable 
to the overlapping of the various health services at present 
in operation. The money available would be increased 
when these services were unified and controlled under the 
local authority. In considering the outlay on the pro- 
posed development of health services there should be 
taken into account the loss to the nation resulting from 
neglect to provide sufficiently for the health of all persons 
who are, or will be, employable. Outlay which safe- 
guards industrial welfare and is conducive to efficiency 
should not be regarded as a burden on industry or on the 
community. The transfer to local authorities of respon- 
sibility for the administration of medical benefits should 
be accompanied by some direct financial responsibility on 
the part of these authorities. It was also urged that the 
National Health Insurance Acts should be amended in 
such a way as to bring into insurance all persons employed 
after reaching the statutory school-leaving age. These 
rival recommendations are at present under the con- 
sideration of the Government, but representatives of the 
approved societies indicate daily that they will resist any 
transfer of powers and duties. 

The last valuation of insurance fund resources, or 
rather of those of the approved societies, showed sub- 
stantial surpluses. With the Unemployment Insurance 
Fund, on the other hand, matters have always been 
different. For many reasons it has never had a sound 
chance of favourable balance; the chief is that before it 
had sufficient reserves a vast volume of liability in 
large-scale unemployment descended upon it. Probably 
fifteen million people are covered by national health 
insurance; twelve millions and upwards in the unemploy- 
ment insurance scheme. When the legislation affecting 
the latter was modified in 1925 it was thought if the live 
register of the unemp!oyed was maintained till the end of 
that year at 1,300,000 the debt in the fund would rise from 
its figure, at the date of the change, of £8} million to {11 
or {12 million. Strictly speaking, there was on the 
contrary a substantial improvement in the position. 
The general strike and the coal stoppage of 1926 then 
upset all calculations afresh. In a typical four weeks 
ended September 25, 1926, the aggregate contributions 
to the fund from employers, workpeople and State were 
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£2,870,000; the aggregate payments were £4,730,000. 
These figures were practically identical with the income 
and outlay in the preceding four weeks ending August 28, 
1926. At this pace the debt of the fund—in other words, 
the Treasury advances outstanding—has again rapidly 
increased ; at the moment they are probably £17 million, 
on which interest has to be paid. This experience has 
repeatedly suggested an extension of the scope of the 
scheme. Agricultural workers, for example, have always 
been outside. Within recent weeks an inter-Departmental 
Committee, appointed for the purpose of considering 
their inclusion, has pointed out that the total number 
engaged on agricultural holdings of all kinds in Great 
Britain is 925,400, of whom 803,000 are in England and 
Wales, and 122,000 in Scotland. In a majority report, 
signed by the chairman and five members, attention was 
called to the distinction between regular and casual 
land workers; of the latter there are probably 170,000 in 
all. It was concluded that in Scotland the organizations 
of both the employers and the farm workers were hostile 
to the extension of the scheme to cover them; in England 
and Wales the employers were generally hostile, but the 
workers were mainly in favour. While it was felt that 
the risk of unemployment in agriculture did not justify 
the adoption of measures of insurance against it the 
majority felt that extension of the system was never- 
theless desirable. Its exclusion was, in their opinion, 
prejudicial to the interests of the industry. The lack of 
insurance against the risk of unemployment led those 
who had experienced it to discourage their sons from 
accepting employment on the land. But the terms and 
conditions of the existing Unemployment Insurance Acts 
were regarded as inapplicable to agriculture, and its 
inclusion within the scope of existing legislation im- 
possible. New legislation was required, the scheme being 
entrusted to the Ministry of Agriculture with such 
co-operation as the Ministry of Labour might give; 
it was thought that the local administration might be 
entrusted to bodies jointly representative of the employers 
and the workers, and that probably the present agricul- 
tural wages committees might be suitable for the purpose. 
A minority of five—the Committee was practically 
evenly divided—argued that conditions were similar to 
those of 1920 when agriculture was definitely excluded ; 
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and they did not agree that a special scheme could be 
made applicable to agriculture. On that point they 
contended that the Committee had no data on which to 
formulate a separate scheme involving new legislation. 
There at the moment the problem rests. The Govern- 
ment have not yet indicated their decision. But, 
viewing the National Unemployment Insurance Fund as 
an insurance proposition, no one will dispute that it will 
be safe only on a comprehensive basis; and that, like 
all insurance, it must have, so to speak, the good lives 
as its backbone and strength. 

The most comprehensive scheme of fusion of these 
social services, described as all-in insurance, is that 
associated with the name of Mr. T. T. Broad, formerly 
Liberal M.P. for the Clay Cross division of Derbyshire. 
It was designed to cover sickness, unemployment, old 
age, death (in provision for dependants) and to rest on a 
contributory basis of workers, employers and State. The 
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pensions and allowances would be substantially higher 
than those now in force. An aggregate income of £250 
million per annum was regarded as necessary, but that 
fell to be compared with the present annual outlay of the 
State and the local authorities, employers and work- 
people, in all forms of tax, rate and insurance con- 
tributions. Mainly because of its comprehensive charac- 
ter the scheme suggested certain large economies, and 
undeniable gain to the beneficiaries; the Treasury would 
appear as banker, and presumably responsible in part 
for the steady accumulation of reserves; sickness benefits 
would be paid through the approved societies; malin- 
gerers would be dealt with by a committee of workers, 
within rules which would be carefully adjusted; old age 
pensions at seventy would terminate in favour of a better 
scheme at sixty-three; the poor law system would dis- 
appear; provision would be made for the full legal obliga- 
tion of employers; and in normal times it was thought 
that probably {20 million a year could be put to reserve. 
Invested at, say, four per cent., the addition in income 
would be substantial, and from the accumulation various 
forms of additional or improved benefit would soon be 
possible. The whole structure rested on a contributory 
basis. No scheme so wide in scope could escape criticism ; 
and its supporters have always frankly recognized the 
difficulties they have to overcome. But many are 
convinced that if the best use is to be made of the large 
sums which can be made available from quite small 
aggregate weekly contributions some system of the kind 
must sooner or later be adopted in Great Britain. 

The present position contains these elements—import- 
ant proposals by a Royal Commission on National Health 
Insurance : suggestions that the Unemployment Insurance 
Fund should be put on a wider foundation; and plans, 
like those of Mr. Broad and others, for large scale fusion 
of all social insurance. In the interests of true economy, 
with maximum benefit in all classes of hardship, it would 
probably pay the Government to promote immediate, 
detailed, and instructed investigation. And such inquiry 
might very well study, in the sphere of unemployment 
insurance, how far work-schemes (similar to those 
enforced in certain European countries) might replace 
the present system of paying donation for months on end 
for no work at all. 








